THE BANKING LAW JOURNAL. 


DEVOTED TO BANKING, FINANCE AND LAW. 
Published Monthly at 27 Thames Street, N. Y. City. Telephone 3060 Cortlandt. 
ALFRED F. WHITE. 





Vor. XXVIII. NEW YORK, NOVEMBER, 1911. No. 11. 





THE JOURNAL OF THE AMERICAN BANKERS’ 
ASSOCIATION. 


Who is its Publisher? Who is THE 
Executive Officer of the Association? 


The BANKING LAw JOURNAL, rarely indulges in personal criticism, 
even when facts warrant; it becomes a duty however to bring to the no- 
tice of the members of the American Bankers’ Association the serious in- 
fringement on the rights of individuals on the part of that organization, 
by the present secretary thereof in the matter of the publication of the 
Association’s Journal. 

When he proposed to the executive council at its meeting at Lake- 
wood, N. J., in April, 1908, to publish a ‘‘ bulletin,’’ it was clearly under- 
stood that it was to be solely for the purpose of keeping the members of 
the Association advised of its transactions; but instead of confining it 
to this function a large portion of the first number and of every num- 
ber since, has been devoted to matters which have no relation whatso- 
ever to the transactions of the Association. It has been developed into 
a publication that enters into competition with the periodicals engag- 
ed in the banking field, in the face of the repeated assurances of the ex- 
ecutive officers that no such competition was in contemplation. 

In an address at Greenwood, Miss., in May 1911, the present presi- 
dent, Mr. F. O. Watts, stated, 

‘“that the Journal is not intended in any way to supplant the other 
financial journals. I dare say that there is no banker having an am- 
bition in his profession; no man desiring to keep abreast of the times 
in the banking business, who would think for one moment of allow- 
ing the Journal of the Association to take the place of the live financial 
journals, any more than you would expect the general counsel of the 


American Bankers’ Association to take the place of and supplant your 
own counsel. It is not contemplated for a moment.”’ 


We would like to inquire of the president whether the publication of 
matter not germane to the transactions of the Association is not a direct 
attempt to ‘‘supplant’’ other “‘financial journals ?’’ Does not the publica- 
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tion of such matter place it in direct competion with all of the individual 
banking periodicals, and refute his assertion that it is “not contemplat- 
ed for a moment’’ to supplant those periodicals ? 

This violation of comity has been indulged in by the Association’s 
secretary to a degree that the cost of the publication originally estimated 
at a few hundred dollars annually, has risen to over $12,600 for the 
year1910. When protest was.made against this policy by the publishers 
of independent journals at the Denver meeting in 1908, the secretary re- 
sorted to a ruse to forestall a resolution directing him to discontinue the 
publication of matter not germane to the transactions of the Associa- 
tion, by promising the then president, Mr. George M. Reynolds, that he 
would eliminate such matter, informing the Council that in view of this 
promise no resolution was necessary. 

Nevertheless, he continued the practice of publishing such matter, 
and protests to members of the Council have been unavailing, despite 
their admission of the impropriety of the practice. 

The BANKING LAw JOURNAL therefore joins with its colleagues in 
the publishing business, and enters a strenuous protest against this 
diversion of the functions of the American Bankers’ Association Jour- 
nal by its secretary. The Association never authorized the subsidiz- 
ing of its Journal to compete with the private enterprises of men who 
have always stood by that organization, especially when it needed sup- 
port, and we believe a majority of its members would question the right 
of the Association to undertake such publishing business, if they were 
fully aware of the facts. 

The publication, as now conducted, constitutes an abuse of power 
which should not be countenanced by a body of the dignity and eminence 
of the American Bankers’ Association. By continuing to countenance 
the policy, the Association not only deals unfairly with the publishers of 
independent banking periodicals, but assumes a responsibility for the 
matter appearing in the pages of its Journal which cannot be evaded 
by the circumstance that the secretary’s name appears as the putative 
publisher. 

THE EXPENSE ACCOUNT OF THE ASSOCIATION. 

We have been requested by a number of our subscribers, who are 
members of the American Bankers’ Association, to publish a statement 
showing the disbursements of the Association for the past four years, 
1907 to 1910 inclusive. We have taken our information from the Treas- 
urer’s report for each year, and it shows that the expenses of the As- 
sociation have been swelled very largely under the administration of the 
present secretary. The publication of its Journal upon the lines herein 
set forth has been the chief element of the great increase in expense. 

In 1907 the Association’s receipts were $151,633.20, the expenditures 
$115,285.41 ; over $30,000 was invested that year, and a balance of $5,- 
771.54 was carried over. Evenin 1908 the expenses reached $173,291.- 
07, and in 1910 they totalled $185,850.43, which latter meant an increase 
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of 62 per cent. over 1907, whereas the membership increased only 23 
per cent. The expense per member in 1907 was $12.46. In 1910, $16.29, 
or an increase of about 30 %. 

The activities of the committees required increased outlays in 1910; 
the protective system also took more money; 6ut the Journal cost 
$12,615.95. 

It may be said that the legal department, newly created, involved 
$6,738.50 of the increase ; but this is offset by the fact that the currency 
commission, which spent $7,202.24 in 1907, had no outlays in 1910, 
while the protective system shows an increase of $24,211.24; more 
than $19,000 of this appears to be chargeable to the 1909 account. 

While on this subject it is well to note that, comparing 1907 and 1910, 
the expenses of the “‘ sections’’ have more than doubied; the publica- 
tion of the convention proceedings increased by over $5,500, although 
each section is charged with its share thereof in addition ; the executive 
council expenses nearly doubled. The lavish manner in which the funds 
were spent left only the trifling balance of $1,278.90 at the close of the 
year, and probably some upaid items more than offset that sum. 

The question naturally arising is: Have the members received in- 
creased benefits proportionate with the increased cost ? 

The change of the protective agency employed by the Association, 
is evidently quite satisfactory toa portion of the members, but we are in- 
formed there are nearly 4,000 of them that have engaged the service of 
the former agency at a probable cost of $40,000 to $50,000, a year thus 
paying doubly, evidently because they regard the service of the old 
agency superior, notwithstanding the new agency has received unusually 
high praise in the Journal of the Association. 

It has been suggested by shrewd observers that the use of the Journal 
by the secretary is part of a general policy for his personal aggrandize- 
ment and concentration of power in himself, which the executive officers 
and the council fail to observe because they are engrossed with larger 
affairs. 

As an illustration of the manner in which he is attempting to usurp 
the powers and position of the actual executive officials, by holding him- 
self out in the publication as THE executive officer of the Association, 
is cited the following from the December, 1910, number of the Associa- 
tion’s Journal, on page 316: 

** An amendment to the Constitution of the American Bankers’ Asso- 
ciation, unanimously approved and recommended by the Executive Coun- 
cil, and also unanimously passed by the convention at Los Angeles, created 
an Administrative Committee. This Committee is comprised of the first 
three officers of the Association, who this year are President Watts, First 
Vice-President Livingstone and Chairman Huttig. The Committee was 
authorized to act on all important Association matters which might come 


up between meetings of the Council and also in an advisory capacity to 
the General Secretary who is the executive officer of the Association.’’ 


The amendment referred to in this paragraph appears in Article IV. 
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of the Constitution, page 33 of the proceedings of the 1910 Convention 
at Los Angeles, as follows: 


‘“ There shall be an Administrative Committee, which shall consist of 
the President of the Association, the Chairman of the Executive Council 
and the First Vice-President of the Association.’’ 


Is there anything in the language of this amendment, or in any other 
part of the Constitution, that even suggests that the secretary is THE 
executive officer of the Association? Have the real executive officers 
ever resented this intrusion? Is it not apparent that the entire scheme 
of the secretary is to dominate the Association ? 

Is it not time for the Association to call a halt and assert its powers ? 
Can it afford to countenance, by its inaction, this subsidizing of compe- 
tition by its Journal, nominally disavowed by its chief officers, yet car- 
ried on by its secretary apparently for his own purposes ? 


a 


adie Despite the reported approval of the National Reserve 
Association Association plan by the twenty-six state bankers’ con- 
Plan. ventions which have been held since the plan was pub- 
lished in January last, there is very considerable mutter- 
ing from bankers all over the country, which indicates active dissent ; 
and it is to be noted that the dissent comes from men who have given 
the plan most careful study. They have not been silent in the conven- 
tions either; but, as so often happens, the apparent popularity of the 
plan with the leaders, influenced the votes of those who had not studied 
its provisions carefully, of whom there are very many in each body. An 
analysis of the proceedings at these conventions also leads to the conclus- 
ion that the approval covers only the general principles, there being a 
lot of mental reservations as to details. Yet some of these very details 
are so essential, that unless given full consideration the plan will be too 
defective to enact into law ; the amendments just submitted by ex-Senator 
Aldrich prove this. There is a tendency apparent to pat the National 
Monetary Commission on the back and let the defects go uncorrected. 
At the hearings being held by the Commission, few men have had any- 
thing but fair words for the plan. This is not the best way to reach 
satisfactory results ; the imperfections in the plan should be courageously 
pointed out and thoroughly discussed. 


What will the [It looks very much as if at the convention of the 
Bankers Do? American Bankers’ Association to meet in New Or- 

leans in November, the same policy will be pursued. 
Those of the members who have found defects in the plan after giving 
it serious and careful consideration, are for one reason or another not 
to voice their views, and the chances are that the convention will vote 
to indorse the plan,chiefly because the majority of the members are con- 
tent to take the position that, since the leaders approve, it must be all 
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right. This is not only not the proper attitude for the Association to 
take, but is likely to have an effect far from beneficial to the eventual 
adoption of the reform. A perfunctory indorsement of the plan by the 
Association, in the sense that it does not voice the real views of a major- 
ity of the members, is likely to come back as a boomerang. Nothing 
would help the plan so much, on the other hand, and reflect so great 
credit on the Association, as a full and free discussion and an intelligent 
vote after such discussion. That is what we hoped to see in the conven- 
tion; but rumors are to the effect that discussion is to be confined large- 
ly to one side of the subject. 


Why Not Have _ !t is well-known that a number of active members of 
Full Debate? the Association, like E. D. Hulbert of Chicago, 
Breckenridge Jones of St. Louis, A. J. Frame of 
Wisconsin, and H. W. Yates of Nebraska, have voiced opposition to 
specific features and pointed out inevitable detrimental results from the 
adoption of the plan as it stands; yet they have not had it intimated to 
them,—up to date—that the champions of the plan would like to meet 
them in the open upon these issues and have them fully thrashed out. 
There should be no fear that something may be lost by such a discus- 
sion. The cause is not so weak that it is necessary to rush through a 
cut-and-dried indorsement despite these objections. Let that which is 
to be done be carried on in the open. The people will have to be con- 
sulted in the final analysis, and indorsement without discussion will not 
add to the force of the argument with them. The more fully the pro- 
visions are discussed so that the public can be informed, the greater the 
probability of public approval. The policy of crowding out fair dis- 
cussion is not only fallacious, but will operate directly to help the op- 
ponents ; because it will be assumed that there is something in the plan 
that it is not wise to let the public see or know of. It will certainly foster 
prejudice against the plan. 


Points to be The speech of James J. Hill, at the Illinois Bankers’ 
Considerea. Convention, givesafew points, forexample, upon which 

it would be well to spend some time and thought. They 
bear directly upon the features of organization and control of the pro- 
posed Reserve Association, already discussed in the JOURNAL. In the 
last issue, we published a paper by Mr. Wall, written for the Institute 
of Banking, analyzing the provisions of the plan in this particular, which 
showed that there is some reason for the admonitions of Mr. Hill. Is 
this subject, which is of prime interest to the people, and essential to the 
eventual adoption of the plan, to be ignored? The commission of the 
American Bankers’ Association, when proposing amendments to the ori- 
ginal Aldrich plan, did so ignore it; can the bankers as a whole afford 
also to pass the question by, when they convene in New Orleans? It 
would not add force to any indorsement which they may pass at that 
meeting, if they fail to consider this important feature fairly. In the 
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opinion of some experienced bankers the plan will encourage undue ex- 
pansion of credits. This objection has not been met, nor even discussed 
fully ; the plan should not be indorsed without giving this point mature 
consideration. If after full discussion of these and other objections the 
majority favors indorsement, no one can object; but the points should be 
brought before the convention squarely for debate. 


Tees Gilets It is remarkable how many men are fearful of 
of the Government. political control of the Reserve Association, if 
the Government should have any substantial 
voice in the management. In almost all European countries the Govern- 
ments have a veryinfluential partin determining the managing personnel: 
in Germany the entire board of control is appointed by the Government ; 
so also in Sweden and Norway; in France preponderant power is in the 
officers of the Bank appointed by the Government. Are we never to 
get away from the idea that to impose trust in our own Government is 
certain to be disastrous? Even Mr. Hillis afraid to give the small rep- 
resentation accorded in the original plan, and Mr. Aldrich has yielded 
to this view by surrendering the power he has originally given to the 
President of the United States to appoint two directors of the Associa- 
tion in the persons of the two deputy governors. A well-balanced board 
of directors in the naming of which the Government had a substantial 
part, could be so made up as to give the greatest measure of satisfaction; 
but this cannot be done, and we cannot have the best, because there is 
such a distrust of our Government. 
iain isla But the question arises, Whence comes this dis- 
Really Civilizea? trust? It is not perceptible among the people at 
large; the complaint usually comes from certain 
business men and according to their opinion this Nation must be a cen- 
tury behind in civilization. No other conclusion is possible if we are 
unable to provide for as honest and capable a Government as other people 
do. If the administrative functions of the Federal Government are re- 
garded as always tainted with designs for partisan political advantage, 
we are obviously still in the primary class in the world’s school of gov- 
ernment. Must we admit that this is so? Are we making no progress 
toward proper methods of administering our public business? Have 
we no preponderance of patriotic men in our public life,—men to whom 
the national welfare is of greater moment than any party advantage? If 
these questions are to be answered in the negative, it follows that we 
cannot entrust the management of our banking to public officials. And 
yet we are in a measure doing it right along. We must be in a parlous 
state if in these circumstances the preachers of distrust are correct. 
What are ¢hey doing, then, to remedy this deplorable condition aside 


from mere fault finding ? 
SSS 
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Tee Teent The most exciting incident for some time past has 
Prosecutions. been the institution of a suit by the Government for 
the dissolution of the United States Steel Corpora- 

tion. ‘‘Large business’’ deplores the step taken; the President relies 
upon his view of the sworn duty to execute the law; he deplores inter- 
ference with business, but he adds, unless normal competition can be re- 
stored socialism is inevitable, which would be the worst that could happen. 
Business Demanas It seems useless to cavil; if the executives are 
Quick Settlement. in error the courts are there to determine that; 
the fact that it disturbs certain businesses does 

not prove that the executives are wrong; possibly the business man- 
agers are. The manifest duty of the latter is to take the steps neces- 
sary to speedily determine the issue. There is no need for dragging 
out the trials of the cases in the courts for years, and thus leaving the 
business community in doubt as tothe outcome. Prompt action on the 
part of the officials of the Steel Corporation will expedite settlement of 
the questions involved, so that there may be peace in the business world. 


—=s 
BANKING LAW. 


TheSupreme court of Illinois 


IMinois tnheritance Tax Law x a ‘ 
Affecting Safe Deposit Companies has decided that the inheri- 
Held Constitutional. tance tax law of that state is 


constitutional. The lawcon- 
tains provisions, which are now familar to all safe deposit companies, 
requiring such companies to take certain steps upon the death of the 
lessee of a safe deposit box. The provisions of the act and the opinion 
of the court can be found on page 905 of this number. 

The National Safe Deposit Company filed a bill to restrain the en- 
forcement of the law, alleging that it is unconstitutional. Though 
the matter was ultimately decided contrary to the contentions of the 
company, the company performed a valuable service in carrying up 
the question. We donot want laws of questionable constitutionality 
upon our statute books. And it is well to know thatthe highest court 
in the state of Illinois has held this law valid. 

It may be a hardship upon the safe deposit companies to thus im- 
pose upon them the duty of assisting in the collection of the inherit- 
ance tax. But itisa hardship imposed in the interest of good govern- 
ment and the burden of it should, therefore, be cheerfully assumed 
by the safe deposit companies. 

Taxation is always more or less odious, but it is a necessary evil. 
The expenses of government have to be paid and the levying of taxes 
seems to be the only means thus far devised of raising money to de- 
fray the upkeep of government. If the word admirable may be ap- 





886 THE BANKING LAW JOURNAL. 


plied to taxation in any form it certainly applies to the inheritance 
tax. This isa tax which falls lightly on those it affects. The man 
who receives a legacy, which frequently comes unexpectedly, never 
misses the part which the state takes in the form of a tax. It is a tax 
which should be willingly paid. But itisrarely that a tax is willingly 
paid and the inheritance tax is no exception. The individual uses 
the highways which are built by the state; he is quick to invoke the 
aid of the courts, supported by the state, to collect his debts and to 
right his wrongs; he accepts the police protection which the state 
affords him; in fact he accepts every benefit which the state is able to 
bestow upon him, but he goes around with the regularity of the seasons 
to swear off his personal taxes. 

The individual knows that taxes must be levied andcollected. But 
he justifies his failure to meet his share of the burden, on the ground 
that much of the taxes collected are diverted from the purposes for 
which they were intended and applied to the personal advantage of 
wrongminded individuals onthe inside. If this be so, it isno license 
to the individual to avoid the payment of his proportionate contri- 
bution toward the expenses of government. Let the right minded 
individual take an interest in politics and do what he can toward see- 
ing that the revenues of taxation are properly spent. But let him 
also in the meantime pay his taxes. 

If the payment of taxes were left to the conscience of each individ- 
ual the grand total paid in wouldn’t pay the salary of a justice of the 
peace in acountry town. Andso it comes about thatthe state must 
devise means of compelling individuals to pay their just taxes. And 
one of these means has been the enlistment of the compulsory co-op- 
eration of safe deposit companies. Harsh as this measure may be 
upon the safe deposit companies it is a means which is completely 
justified by the end. If the next of kin of the deceased owner of a 
safe deposit box could walk away without question with the contents 
of the box, would they voluntarily pay the statutory tax upon the 
inheritance? It is too much tohope for. The chances are that the 
state would never hear of the incident except in the event of the next 
of kin being unable to agree upon a proper division of the inherit- 
ance. 

A vast amount of wealth is carried in the vaults of the safe de- 
posit companies and if the state would have the burden of the inherit- 
ance tax fall equally on those who benefit by inheritance, it must 
keep some check on the patrons of the safe deposit companies. And 
the statute of which we are now writing makes a most excellent check. 

If much that we have had to say seems written in a pessimistic 
strain, it should not be taken too deeply to heart. It does not mean 
that we lack faith in human nature. We believe firmly in the honesty 
and integrity of the general public. But we also believe, yes, we 
know that the general public has about as much compunction about 





EDITORIAL. 887 


getting out of paying its taxes as the small boy has about beating 
his way into a circus. 

The Illinois law is constitutional. And the Illinois safe deposit 
companies should not object to lending a hand in its enforcement. 
It savors too much of being ‘‘agin the gover’ment.”’ 


Dealing With Possession is nine points of the law, but when pos- 
an Agent. session is obtained from an agent the nine points 
which, according to tradition, constitute that pos- 
session, are unreliable and without weight. The owner of personal 
property may sell it, give it away, loan it, pledge it, and, in general, 
do as he pleases with it. He may do this through an agent. But 
the agent, acting for the owner of personal property, may deal with 
the property only under the authority of the principal for whom he 
is acting. If he oversteps the limits of his authority, the principal 
may repudiate the transaction. 

This is a proposition of law, simple enough in itself, but often 
ignored. It is one which it is well to keep in mind, especially when 
dealing with acorporation. For acorporation can deal only through 
its agents and persons who deal with corporations must, for their 
own protection, know the extent of the authority of the agent who 
represents the corporation. 

No matter what position an officer in a bank may hold, or what 
duties he may perform, he is nothing more than an agent and should 
be dealt with as such. The cashier, the teller, and even the presi- 
dent of a bank are all agents of the bank. Noone of them is the 
bank. They all merely represent the bank. Each, in his represen- 
tation of the bank, is bound by the limits of hisauthority. And each 
is limited as to his authority. No one of them, for instance, nor all 
of them acting together, could give away the property of the bank. 
If they should attempt to give away property belonging tothe bank 
the nine points of the law implied by the possession of the donee would 
not enable the donee to keepthe property. Assuming that this doc- 
trine of nine points is based on a total of ten points, the one point, 
so thoughtfully left to the bank would soon deprive the donee of his 
possession. The reason, of course, is that such generosity on the 
part of the bank officials would be entirely without the scope of their 
authority as agents of the bank. For the same reason a bank officer 
cannot bind the bank by a pledge of its property unless he acts with 
proper authority. If he attemps to pledge the property of the bank 
without authority the possession of the pledgee can be brought to an 
end by an action of repelevin. 

We may cite as an instance the recent decision of the Supreme 
Court of Pennsylvania in the case of Interstate Securities Company 
v. Third National Bank. The opinion of the court, which sets forth 
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the facts and conclusions of law may be read on page 913 of this 
number. Briefly, the manager of the plaintiff's bond department 
pledged two bonds with the defendant without any authority what- 
ever. The court held that the plaintiff had the right to repudiate 
and was entitled to replevy the bonds. The defendant bank was 
put upon inquiry as to the authority of the agent by the very nature 
of the transaction. The agent had no actual authority to pledge the 
bonds and there was no presumption of authority. ‘* When one deals 
with an agent,” said the court, ‘‘he is bound to ascertain the nature 
and extent of the agent’s authority. He may not trust toa mere pre- 
sumption of authority, or to any mere assumption of authority by 
the agent, but must trace the authority to its source if he would be 


protected.”’ 
—=—=—3 


Eduenting the One of the immediate plans of the New York 
Public in Banking State Branch of the National Citizens’ League 
Afttairs. for the promotion of a Sound Banking System 
is the institution of acampaign of education in 
matters of banking and currency for the benefit of the general public. 
Banking primers are now being prepared by the league which will 
elucidate the essentials of banking and currency in a manner calculat- 
ed to interest and instruct the general public. Banking dictionaries 
are being prepared which will contain simple and concise definitions 
of every banking and currency term. This valuable literature will 
be sent out broadcast to the American public in the hope that the 
general interest in banking matters thus aroused will produce far- 
reaching and beneficial results. Public lectures will also play a 
prominent part in the efforts of the league to instruct in matters of 
banking and banking reform. 

There is no doubt that these are subjects which have been general- 
ly ignored by the vast majority of persons not directly interested in 
the businessof banking. This indifference and unconcern on the part 
of the lay public is probably due to a general lack of information. 
An individual could hardly be expected to be interested in an account 
involving the issuance of clearing house certificates when he has not 
the least idea of what a clearing house certificate is, and only a hazy 
conception of the organization and functions of a clearing house. If 
the league can succeed in expounding for the benefit of the business 
classes the fundamentals of the science of banking, it will place them 
in a position where the financial columns of the daily papers will be 
full of meaning and importance to them, and the general benefits 
which will flow from the work of the league will be felt fully as much 
by the banks as by the general public. 

In addition to the steps now planned it might be well to under- 
take to dispense instruction in the elemental principles of law ap- 
plicable to banking and negotiable paper. The public understand- 
ing is quite as undeveloped on these matters as it is upon matters of 
banking practiceandreform. Thetwodepartmentsof banking know- 
ledge, the law and the practice, go hand in hand, and a comprehension 
of the one is a certain aid to an understanding of the other. 





THE REVISED ALDRICH PLAN. 


BY MAURICE L. MUHLEMAN, 


Author of ‘‘A Plan for a Central Bank,” published by the Banxixe Law Journat Co. 


R. ALDRICH has published his revision of the plan for the Na- 
| tional Reserve Association, which contains numerous amendments 
of the original one submitted last January. These are now to 
be considered upon their merits, and in presenting them it is 
proper to note that several of them make certain provisions of the plan 
more nearly like the corresponding provisions in my own, published in 
the BANKING LAw JOURNAL early in 1910; going far to meet the objec- 
tions which I raised against those provisions of his original plan in Feb- 
ruary last. 
The following are the specific amendments referred to: 
. Providing for admission of state banks and trust companies. 
Providing for more than 15 branches. 
Providing for a tax on notes graduated according to reserves held. 
. Providing for reserve against the Association’s deposits. 
. Making its notes available for other banks’ reserves 
Providiiin is also to be made for the conduct of ellibes during the 
transition period. 
Other amendments of importance are: 
6. General regulation of reserves. 
7. More definite provisions for disposition of 2 per cent. bonds. 
8. Changing mode of electing directors, intended to preclude sec- 
tional control. 
9. Deputy governors of Association to be elected by directors. 
Elimination of provision for national savings banks and trust 
companies. 
11. Permitting national banks to take savings deposits and make 
realty loans. 
12. Defining ** commercial paper 


” 


more specifically. 

13. Permitting local associations to assume clearing-house functions. 

14. Providing for an examination system under local associations. 

15. Giving power to suspend bank from local associations. 

16. Branches of national banks not to be authorized. 

While these concessions go very far toward making the plan more 
acceptable, there is still much to be said by way of criticism. 

1. The admission of state banking institutions is limited in a manner 
that is not satisfactory. All of these having less than $25,000 capital 
are excluded, unless they increase capital, and as to others the capital 
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provisions must be according to population of placesas prescribed in the 
National Bank Act. 

In effect the plan thus discriminates against the small banks of which 
there areso very many that the discrimination is important. The number 
of these small state banks is today nearly as great as the total number 
of national banks; they are located in the smaller towns and villages, 
where capital is not abundant yet needs are great ; the people of the sec- 
tions where they exist are producers and the want of adequate facilities 
hampers them continually. The states wisely provided for small capi- 
talization in order to furnish some facilities. These small institutions 
constitute the chief element of the individualistic system of ours which 
every one professes to be in favor of continuing. Yet the proposed 
manner of admitting state banks to the Reserve Association definitely 
shuts them out. They cannot, generally speaking, afford to increase 
capital ; yet relatively they need the help to be given by the Reserve 
Association more than any other class. To exclude them operates to 
impose an unjustifiable tax on production. 

I suggest that instead of the arbitrary rule proposed, the bill shall 
provide for a definite proportion between capital and liabilities and re- 
quire increase of capital to maintain the proportion, as is provided for 
in some of the states. This is a reasonable requirement and not arbi- 
trary nor discriminative. 

The following statistical table illustrates the argument : 

BANKING STATISTICS BY SECTIONS. 
SMALL BANKS, 1909. BANKING FACILITIES, 1910. 


Per Interest 

National. State. Bank Cent. Popu- Cha rges. 

Groups of $25,000 Under Power. of lation. Per Mean 
States. Class. $25,000. Mitlions. all. Millions, Capita. Rate. 


New England. 17 —_— 2656 13.4 6.6 $402 5.33 
Eastern. ... 361 36 8407 42.5 233 399 = 5.69 
Southern... 468 1,786 1699 8.6 25.9 66 7.85 
Middle .... 681 1,596 4649 23.4 25.8 166 =6.55 
Western ... 699 2.239 1016 5.2 7.3 161 9.49 
Paeecwme ....« 164 205 1367 6.9 $.2 263 =8.49 


Total ... 2,390 5,878 19,794 100.0 91.9 $215 7.39 


The great producing states in the third, fourth, and fifth group, with 
70 per cent. of the population, had only 44 per cent. of the banking 
means. The interest charges were hence correspondingly higher. 

The inequalities now existing are thus shown ; it is manifestly one 
of the chief duties of the Monetary Commission to provide a remedy for 
this condition; excluding the small banks will not do this; it actually 
makes it worse. 

It is eminently proper that the reserve and examination provisions 
should be applied to state banks, as is proposed in the amendments. 
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2. Toinsist upon 15 districts and branches at the outset, with a pro- 
viso that they may be increased, is a defect. Careful study will show 
that more branches are necessary; further careful study will show how 
the country should be divided into districts. The present plan would 
mean such radical changes necessary hereafter, that the organization 
would be seriously disturbed; and this is needless if the Commission will 
give the subject careful study. It is one of the most important features 
and has apparently received inadequate attention. 

3. 4. The plan to tax the notes of the Association arbitrarily accord- 
ing to the amount of the excess issues has, wisely, been abandoned. It 
is now proposed to establish a reserve of 50 per cent. against notes and 
deposits, and impose a tas when reserves fall below that ratio, progres- 
sively at the rate of 1% per cent. tax for every 2% per cent. deficiency 
in reserves; in the calculation, there may be deducted from the sum of 
deposit and note liabilities, one-half of the amount of bonds which the 
Association holds to secure the notes. But in another section the re- 
quirement to hold a lawful money reserve equal to one-third of the note- 
issue is continued; and in still another section a special tax of 1% per 
cent. is imposed on note-issues in excess of $900,000,000 not covered 
by cash, and a tax of 5 per cent. on uncovered notes in excess of 
$1,200,000,000. These provisions are not carefully prepared, hence far 
from clear, and apparently conflicting ; nor are they free from objections. 

To illustrate: 

Assuming that the note-issues, covered by a 
like amount of bonds are... . .._ .$700,000,000 
that Gepositea are ..-+ ..»-++«+s »« « eee 


atotalof ... - » «© »« » « 9ee,600.600 
Deducting one- -half the Senile s+. eo ee 


leaves .. . » 2 « « « « + $550,000,000 
against which 50% reserve is . . . . . . 275,000,000 


If note-issues increase $100,000,000 the wef? lia- 
bilities will reach the sum of . . . . . $650,000,000 
against which reserves at 50% is . . . . 325,000,000 
But if the reserve continuesat . . . . . 275,000,000 
the ratio would be only about . . . a" 42.3% 
which would mean that the deficiency in reserve (not the excess notes) 
would be taxed 4% per cent. 

Assuming that under the same conditions note-issues should reach 
$1,000,000,000; the net liabilities would then reach $850,000,000; it re- 
serves stood at $350,000,000 the ratio would be a little over 41 per cent. 
apparently involving first a tax of 4% per cent., then another tax of 
1% per cent., the former rate on the deficient reserve, the latter on the 
$100,000,000 excess issue which would not be covered by cash. 

It will be noted that in the cases assumed, the provision for the one- 
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third reserve does not come into play; nor would it probably ever do 
so. It is apparently intended to be the absolute ultimate limit of note- 
issue power; if that is the purpose, the provision should be included in 
the sections relating to the 50 per cent. reserve; the special tax provis- 
ion should also be placed there in order that all these provisions shall 
be together. 

The rate of taxation proposed is too high; one per cent. would be 
ample for the purposes in view in both cases where 1% per cent. is pro- 
vided for. The 5 per cent. special tax rate may be acceptable, if made 
quite clear. Asthe matter stands the text should be carefully revised 
to remove all doubt as to the purpose. 

The imposition of a 50 per cent. reserve is logical only so long as the 
Association holds bonds to secure the notes, sothat these may be used 
in a sense as part of the required ratio. If the Association held no 
bonds to secure notes the 50 per cent. would be illogical and indefensible; 
a 40 per cent. rate is ample for all purposes. Since it is intended that 
at some time the bonds shall disappear, the establishment of the 50 per 
cent. rate permanently is to be criticized as an imperfection. 

It seems to be difficult for Mr. Aldrich to get away from the “‘law- 
ful money’’ proposition. The arguments in favor of having the Asso- 
ciation notes backed by gold alone are so cogent, that it is to be regret- 
ted that he insists upon permitting the Association to redeem its notes in 
silver, as the plan contemplates. It is probably reasonable that the re- 
serves against deposits may be in “lawful money’’; the notes should be 
gold notes, so that they will be acceptable in any part of the world, as 
the Bank of England note is. 

5. This amendment is commendable; unless available for bank re- 
serves the Association’s notes would not serve fully to meet the needs. 

6. The provision for general regulation of reserves is one of the 
most satisfying of the amendments. Uniformity in this particular 
is one of the essentials to bring greater soundness to the whole bank- 
ing system; the absence of it under our fifty separate banking codes has 
been a fruitful cause of trouble. The differentiation of time deposits 
with respect to reserves is rational. It does not however seem entirely 
equitable to exempt all time deposits payable after 30 days from reserve 
requirements, except in the case of savings banks (or savings deposits) 
which are to have two-fifths of the proportion fixed against demand de- 
posits. 

7. The provision for the disposition of the 2 per cent. bonds held as 
security for notes is improved, but not yet satisfactory in all respects. 
There is now an opportunity given the association to obtain 3 per cent. 
bonds which are reasonably marketable; but it must pay the Govern- 
ment the difference in interest by way of a tax, and may not sell the 
bonds without the Government’s consent, and then only after the fifth 
year. The Secretaries of the Treasury could thus load the Association 
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with the burden for the full 50 years of its charter-life to save the in 
terest that would be payable if the bonds were sold. In this ill-advised 
bond operation under the law of 1900, both the Treasurygand the na- 
tional banks as a whole, gained, as I pointed out in my paper published 
in the JouRNAL last May; some individual banks lost. It is inequitable 
to permit the Government to put the entire burden upon the Association 
as proposed; it should have the right to dispose of the bonds during 
prescribed periods, without first getting the consent of the Secretary 
of the Treasury. ‘This could be so arranged as to approximately divide 
the cost of readjustment between the Association and the Government. 

8-9. The modification of the provision for electing directors, limiting 
the number to be chosen by each section, is in the right direction, as- 
suming the purpose to be to preclude sectional control. If the small 
state banks are admitted, as I suggest, this will go even farther in that 
direction. Making the deputy-governors elective by the board and 
then making them directors is, however, a defect. They should be ap- 
pointed by the Government as originally provided. Despite some argu- 
ments to the contrary, I still maintain that the people would be better 
satisfied that sectional control would be obviated if a larger number of 
the directors were appointed by the Government, none of them to be 
officials of the departments. The people after all have confidence in 
the Government; the constitution of the Inter-state Commerce Commis- 
sion and of the Federal Courts have been acceptable. Party politics 
could be kept out by acareful adjustment of the appointment as to terms 
of office, etc. If popular opinion is to be considered, this feature should 
be carefully studied. The amended plan is still open to the criticism 
that powerful interests might obtain the dominance. While it reduces 
the opportunity somewhat by the limitations, it also gives the Govern- 
ment only 4 instead of 6 of the directors,by the election of the deputy 
governors. 

10-11. It was wise not to threaten the state banking institutions by 
continuing the provisions for national savings banks and trust compan- 
ies. The extension of functions of national banks by permitting sav- 
ings accounts and realty loans, is sufficient for the purposes in view. 
But there might reasonably be inserted some limitations upon this 
grant of powers; not a// national banks should have the powers in 
question. 

12. The clear statement that commercial paper shall not include 
paper based on stock exchange operations, is commendable. 

13. The power given to local associations to form clearing-houses 
(for country checks for example) is an addition of great value; so also 
the correlated one which contemplates action relative to the facilitation 
of domestic exchange transactions. 

14. Provision for examinations of banks by local associations is a 
requisite which had been omitted when only national banks were to be 
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included; the revision properly makes this an essential feature, and its 
importance cannot be over-estimated. 

15. Another necessary power is that of inflicting punishment for 
wrong-doing by members, through the local association, which is now 
provided for by permitting suspension of the offending member-bank. 
Without some such power the regulation would prove defective. 

16. The authority to national banks to open branches in the cities 
where located has been omitted. This meets the objections of many 
local bankers. The need for it disappears with the admission of state 
banks; its inclusion in the original plan was designed to induce state 
banks with branches to nationalize, so as to come into the Association. 

We have still to deal with some omissions in this revision. 

Thus, the provision authorizing national banks to create acceptances, 
is still unlimited; it is clearly a new departure in our banking practice 
and must pass through an experimental stage; hence it should be limited 
to certain classes of banks, say those having a certain amount of capital 
and surplus ; sucha limitation makes for safety and is entirely justifiable. 

There is continued hesitation to deal with the subject of retiring the 
** greenbacks,’’ an omission which makes the measure as a whole fall 
short of a comprehensive reform of the currency. 

There is no suggestion of a desire to restrain the undue concentra- 
tion of reserve cash at the money centers which has been the cause of 
so many troubles. There is no valid reason for omitting the consider- 
ation of the subject of limiting the payment of interest on deposits by 
reserve banks, so that this vicious congestion of funds, so frequently 
pointed out as an evil, may be materially diminished. 

The section which permits the Association to discount paper secured 
by stocks and bonds is continued without material change. While this 
is an emergency provision, requiring special Government consent, it is 
open to the objections raised that it may be used for stock operations. 
The language could readily be so phrased as to avoid such objections. 

Taken altogether the amended plan marks a distinct progress in the 
campaign for reform, even though it took nine months to mature it. 

It is proper to note here the events which bear upon the develop- 
ment of the propaganda for the adoption of the reform plan. It is to be 
deplored that there is so little to record at the moment; but it is only 
fair to admit that the public mind has not displayed an avid interest in 
the subject; it is quite true, as others have so well said, that the voters 
are just now much more interested in the subject of the high cost of 
living and the assumed connection therewith of the question of the tariff 
and trusts; hence are not in the receptive mood for talks upon cur- 
rency and banking, which seem to them remote and hence uninterest- 
ing. It is only the immediately pressing subject which rouses the 
voters. 

But this publication, in general, reaches only those of the voters who 
are more or less directly engaged in banking ; and it is proper to lay be- 
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fore them the development of opinion on this great question which con- 
cerns them so intimately and upon which their neighbors will at some 
time, probably not far distant, ask their views. 

It is well to recognize that a question of such magnitude, from the 
viewpoint of its influence upon the country’s welfare, requires the fullest 
explanation possible ; there must bea process of reducing it to its simplest 
terms, for the purpose of enabling every voter who reads and keeps 
posted on current events to know something about it. In this respect 
the progress made in recent months has not been great. In part this 
was due to the preponderance of other questions, already referred to ; 
but in perhaps greater measure it appears to be attributable to the fact 
that there is still no concrete program of propaganda, nor even a defi- 
nite concept of the plan to be submitted to the people. 

It would hence appear useless to expect, as some optimists do, that 
legislation may be enacted in the coming session of Congress. The ses- 
ion convenes December 4th next; on January 8th, 1912, the Monetary 
Commission is, under the orders of Congress, to submit its report and 
presumably a bill. In March the Commission is to go out of existence. 
The session of Congress will last almost certainly until June 15, and 
possibly longer; although, as 1912 is the year of the presidential elec- 
tion, and conventions come along in the summer, the desire of the legis- 
lators to get into the political arena is likely, as usual, to expedite ad- 
journment. 

If the country were prepared by prior public discussions for the event, 
the ¢ime allowed for the session is quite long enough to make it possible 
to pass such a measure, especially if the President were to use his in- 
fluence to accomplish such a result; the question is really as to the dis- 
position of the members of the two bodies, which, it will be borne in mind, 
are of opposite political complexion at present. 

Is there any probability that upon so vital a question the Democratic 
House of Representatives will join with the Republican Senate, to legis- 
late in accordance with the wishes of a Republican President, who 
would naturally receive, and be entitled to receive, much credit for the 
achievement? Pessimists at once negative the suggestion; even the 
optimists dare not put much faith in it ; the man between hence concludes 
that there will be no results in the next session, because there has been 
no ‘‘ popular demand.’ 

The undercurrent at Washington will be unfavorable for the reason 
that the Democrats hope to win the presidency, and will not be willing 
to commit themselves upon a question not concretely before the people, 
when they have such excellent political material in the tariff and trusts. 
The introduction of the bank question would surely complicate the issues 
for them. 

All this is upon the assumption that the Democrats will not, as one 
of their possible presidential candidates (Governor Wilson,of New Jersey) 
has already done, impute the whole plan to the alleged “‘ money trust’’ 
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and use the charge as additional political ammunition in the 1912 con- 
test. 

I am not losing sight of the fact that the Monetary Commission be- 
gan its much-retarded “‘ public hearings’’ on October 16th and is now 
going before the public after a fashion. Nor do I overlook the fact that 
even the Democratic members of the Commission appear to favor the 
general features of the Aldrich plan. The weight of these circumstances 
is however not particularly important. The hearings are not efficacious 
and have so far been perfunctory. 

There remains the possibility that the plan in its amended form may 
be so modified as to receive full approval of Democratic leaders. The 
changes would have to beso radical in some particulars, that this seems 
a very remote contingency, and hardly affords much ground for hope, 
since the indications thus far are not at all favorable to such a result being 
reached respecting the bill to be proposed bythe Commission in January. 

If, then, we abandon hope for legislation during the coming session 
what of the future? That depends upon the history to be made in 1912. 

Should the Republicans elect the next President, and particularly 
in the event that President Taft should be renominated and re-elected 
with a House of Representatives of the same political complexion, the 
prospects are distinctly favorable ; but hardly for legislation in the suc- 
ceeding session of Congress which will meet on December 5, 1912, and 
last only until March 4, 1913. Under the peculiar arrangement of ours, 
the present Congress continues after the election, until the March fol- 
lowing ; which means again that the two houses of Congress will be 
politically antagonistic during the short session of 1912-13. 

But the Republican President could call an extra session of the new 
Congress immediately after March 4, 1913, for this specific purpose. 
He would be certain to do so if in the meantime the propaganda had as- 
sumed active proportions, so that he would have the warrant of a pop- 
ular mandate. This would be emphasized if, as is entirely probable, the 
Republicans include a recommendation for such legislation in their plat- 
form in 1912. 

The prospect would be materially altered if the Democrats were suc- 
cessful in electing the Presidentin 1912. Action during the short ses- 
sion would in that case be entirely out of the question, and the subject 
might be postponed indefinitely unless in the meantime popular demand 
is stimulated to a very high degree in favor of such legislation. 

What, then, are the conditions under which we may hope that ac- 
tion may be taken at some stage in the coming years, under Democratic 
supremacy in our legislative halls and inthe White House? What will 
induce the leaders of that party to act, once they are in power and need 
not calculate so closely upon the direct effect of action upon the voters? 
Obviously only a popular mandate which can only be forthcoming 
if the propaganda is made active. This should be undertaken without 
further delay. 
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Vi. LIABILITY OF PARTIES (Continued.) 
7. Warranties of General Indorsers. 


7. Warranties of General Indorsers.—In the law of sales as applied 
to personal property there is a docrine known as ‘‘caveat emptor,’’ which 
signifies ‘let the purchaser beware.’’ When this doctrine finds appli- 
cation in a sale of personal property, the purchaser is buying at his own 
risk. If the article, which he thus acquires by purchase, fails to come 
up to his expectations, the loss is hisown. He has no claim against the 
seller. But in the usual sale of personal property there are certain im- 
plied warranties which form part of the transaction. And if the property 
fails to conform to these warranties the seller is liable for damages. 

Likewise, in the indorsement and transfer of negotiable paper there 
are certain implied warranties which attach. The average indorser is 
probably not aware of the different matters which he warrants when he 
writes his name on the back of a negotiable instrument. But the war- 
ranties go along with the indorsement, nevertheless, and if any of the 
warranties is broken the indorser is liable. 

These warranties are substantially the same in all the states. In 
those states, which have adopted the Negotiable Instruments Law, they 
are fixed by the provisions of that act. The warranties of a general in- 
dorser are naturally broader than those of a qualified indorser, or one 
who transfers an instrument by mere delivery without indorsement. 
The warranties of a general indorser are set forth in section 116 of the 
Negotiable Instruments Law. 

Section 116, made complete by the inclusion of certain provisions, 
which the section embraces by reference, reads as follows: 

‘“ Every indorser who indorses without qualification warrants to 
all subsequent holders in due course: 

‘““ That the instrument is genuine and in all respects what it pur- 
ports to be; 

‘* That he has good title to it; 


Norr.—The numbering of the sections of the Negotiable Instruments Law used 
in this series of articles is that used in the New York statute. 
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‘* That all prior parties had capacity to contract; 

‘That the instrument is at the time of his indorsement valid and 

subsisting; 

** And, in addition, he engages that on due presentation, it shall 
be accepted, or paid, or both, as the case may be, according to its tenor, 
and that if it be dishonored,and the necessary proceedings upon dishonor 
be duly taken, he will pay the amount thereof to the holder, or to any 
subsequent indorser who may be compelled to pay it.’’ 

In the first place the general indorser warrants to all subsequent 
holders in due course that the instrument is genuine and in all respects 
what it purports to be. No express agreement is needed. The warranty 
springs into existence when the indorsement is made. In thus impliedly 
warranting the genuineness of the instrument the indorser agrees that, 
if the instrument cannot be enforced against a prior party because his 
name is forged, this defense will not be available to him. If the indorser 
is sued, and attempts to set up the forgery as a defense, the holder may 
answer, © I am suing you, not upon the instrument itself, but upon a 
separate contract in which you warranted the genuineness of the instru- 
ment ’’ and the courts will conclude the indorser from such a defense. 


Norton on Bills and Notes, (third Edition) page 164. 
An. early decision which involved a question of liability on an im- 
plied warranty of genuineness was the case of Whitney v. The National 


Bank of Potsdam, 45 N. Y. 303, decided in 1871. 

The plaintiff purchased from the defendant bank the supposed note 
of one W., giving his own note in exchange. He brought suit against 
W. and judgment went against plaintiff for costs in that case, it being 
shown that W’s signature was a forgery. He then brought this action 
against defendant for amount of the note and amount of costs which he 
had been compelled to pay in the action against W. The bank, having 
warranted genuineness of the instrument, was liable for these amounts. 
It appeared that plaintiff had been sued on his own note, the one which 
he had given to the defendant bank in exchange for W’s note. The 
bank had transferred the note to another party and that party brought 
the suit. The plaintiff had defended that action and judgment went 
against him for the amount of the note and costs. In the present ac- 
tion against the bank the plaintiff asked that he be allowed to recover 
the amount of the costs he had been compelled to pay in defending the 
action on his note. The court held that the plaintiff could not recover 
the amount of these costs from the bank. They were not a result or 
consequence of the bank’s breach of warranty as to the genuineness of 
the W. note, but were the result of the plaintiff’s default in the perfor- 
mance. of his own contract to pay his note to the holder. He should 
have paid his note and then brought suit against the bank. In defending 
he took the chances of the experiment to impeach the title of the holder 
and, failing in that experiment, he could not charge the expense there- 
of, that is the costs, against the defendant bank. 
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As the statute says, “‘ every indorser who indorses without qualifica- 
tion’’ warrants, etc., it includes general indorsers of paper previously in- 
dorsed restrictively,that is for collection or deposit. This worked an im- 
portant change in the law with reference to checks indorsed for collec- 
tion and subsequently indorsed without qualification by the bankor other 
collecting agent. The rule formerly was that the indorsement of a col- 
lecting bank did not imply a warranty that a prior indorsement is gen- 
uine. 

This warranty of genuineness, like other warranties of a general in- 
dorser, extends only to subsequent holders in due course. It has been 
held, under this provision of the statute, that an indorser does not 
warrant to a drawee bank the genuineness of the drawer’s signature. 
Farmers & Merchants’ Bank v. Bank of Rutherford, 115 Tenn. 64, 
88 S. W. Rep. 939. Inthat particular case that check was drawn in the 
following form: 


Dyer, Tenn., Oct. 28, 1903. 
Farmers’ & Merchants’ Bank: 
Pay to J. L. Freeman, or bearer fifty-four 75-100 dollars 
for cotton. Johnston Merc. Co. 


The check after being indorsed by Freeman, was cashed by the Bank 
of Rutherford, and indorsed by it, and, after passing through the hands 
of four other banks, was paid by the drawee bank. Some thirty days 
later it was discovered that the drawer’s signature was a forgery. The 
drawee bank then brought suit against the Bank of Rutherford. In re- 
fusing a recovery the court said: ‘‘ We are of the opinion that the in- 
dorser of negotiable paper does not warrant to the drawee the genuine- 
ness of the signature of the maker, but such warranty only extends to 
holders in due course of trade. * * The drawee is not a holder in due 
course.’’ 

There are jurisdictions in which a bank may, under certain condi- 
tions recover money paid on the forged signature of one of its deposi- 
tors. Butthe right of the bank to recover is generally based upon legal 
principles not embraced in the Negotiable Instruments Law. 

The generai indorser warrants that he has good title to the instru- 
ment. In warranting his title the indorser agrees that, if the instru- 
ment cannot be enforced against the original parties because it was lost 
by them, or stolen from them, these defenses will not be available to the 
indorser, because he held himself out as having a good title, and there- 
fore a right to transfer. 

The general indorser also warrants that all prior parties had capacity 
tocontract. Ineffecthesays: ‘‘ All prior parties, whose names appear 
upon this instrument are competent to contract; none of them can suc- 
cessfully set up capacity to contract as adefense.’’ If it later develops 
that the instrument cannot be enforced against the original parties be- 
cause they were infants, or married women, or insane persons, or be- 
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cause an original party was an agent, partnership, or corporation, then, 
by virtue of his indorsement, the indorser says that none of these de- 
fenses will be available to him. 

This provision was applied in the case of Willard v. Crook, 21 App. 
D. C. 237, where the indorser of a note against whom the action was 
brought claimed that he was not liable because a prior indorsement, made 
by a corporation, was beyond the powers of the corporation. Conceding 
that the indorsement was beyond the powers of the corporation, the de- 
fendant’s subsequent indorsement warranted the capacity of all prior 
parties, and he was liable on that warranty. 

And in Leonard v. Draper, 187 Mass. 536, 73 N. E. Rep. 644, it was 
held that an indorser of a note, executed for a corporation by its treasurer, 
could not defend on the ground that the treasurer had no authority to ex- 
ecute the note. The indorser here signed for accommodation, but, as 
will be stated shortly more in detail, this fact does not relieve a general 
indorser from the effect of his implied warranty as to the capacity of prior 
parties. 

There is also in the general indorser’s contract an implied warranty 
that the instrument, at the time of the indorsement, was valid and sub- 
sisting. In warranting the validity of the instrument the indorser agrees 
that, if the paper cannot be enforced against an original party because 
of some illegality in its inception, for example because it was given for 
a gaming debt, or void for usury, or given for other illegal considera- 
tion, these defenses will not be available to him. 

Thus, where a promissory note was made on Sunday, the fact that 
it could not be enforced against the maker was immaterial in an action 
against the indorser brought by the holder. This was no defense to the 
indorser for, by his indorsement, he warranted the existence and legality 
of the instrument. Prescott National Bank v. Butler, 157 Mass. 548. 

Inasmuch as the indorser without qualification warrants to all subse- 
quent holders in due course that the instrument is valid and subsisting, 
he cannot defend on the ground that the instrument was tainted with 
usury in its inception. Horowitz v. Wollowitz, 110 N. Y. Supp. 972. 
For, in warranting that the instrument is valid and subsisting, the in- 
dorser warrants that it is not usurious. 

The fact that an indorser is an accommodation indorser does not re- 
lieve him from liability upon the warrants which his indorsement im- 
plies. For instance one Adolph Truman made his promissory note for 
$20, payable to the order of C. D. Eaton, the maker’s father-in-law. He 
then forged Eaton’s indorsement and induced a Mr. Windholz to in- 
dorse the note for accommodation. Then the maker raised the note to 
$120 and the holder into whose hands the note eventually came brought 
suit against Windholz. The matter is reported in Packard v. Windholz, 
88 N. Y. App. Div. 365, 84 N. Y. Supp. 666. By his indorsement 
(Windholz had warranted the genuineness of Eaton’s indorsement) and 
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that the note was a “’ valid and subsisting’’ obligation, notwithstanding 
the fact that he was an accommodation indorser. He was liable, there- 
fore, to the holder. But he was liable only for the original amount of 
the note, not for the amount to which it was raised. This question of 
alteration comes up more directly in connection with section 205 of the 
act, which will be taken up hereafter. 

While the fact that an indorser signed for accommodation does not 
relieve him from liability upon the warranties which the law implies as 
part of his contract of indorsement, there is a peculiar rule in New York 
in the case of the accommodation indorsement of a usurious instrument. 
Suppose that A makes a note payable to B, and B indorses the note for 
A’s accommodation. Suppose further that A sells the note to C at a dis- 
count greater than six per cent., the hightest rate of interest permitted 
by statute in New York. It is held in New York that such a note has 
no inception until it is transferred to C and that the defense of usury is 
available to B, the indorser, when sued by C. This rule was laid down 
in New York in the cases prior to the adoption of the Negotiable Instru- 
ments Law, but it is against the weight of authority in other states. 
However, since the adoption of the uniform act, the same conclusion has 
been reached in New York under the section of the act now under con- 
sideration. The case is that of Bruck v. Lambeck, 63 N. Y. Misc. Rep. 
117, 118 N. Y. Supp. 494, and was decided on the theory that the gen- 
eral indorser’s warranties run to holders in due course only and that the 
purchaser of the paper (represented by C in the above supposititious 
case) was not sucha holder. The rule is, therefore, one which may be- 
come the law inother states. It means something to banks in New York 
and in any other state wherein it may be applied. It means that where 
a bank purchases, at a rate of discount greater than the legal rate of 
interest, a note indorsed for accommodation, both the maker and indor- 
ser may screen themselves from liability behind the defense of usury. 
Of course where the indorser signs for value the matter works out dif- 
ferently. If the note was usurious as between the maker and indorser, 
the indorser is nevertheless liable on his warranty that the instrument 
is validand subsisting. Ifthe note is sold by the indorser ata rate of dis- 
count greater than the legal rate of interest, the question of usury does 
not enter into the matter, so far as the transfer of the note by the in- 
dorser is concerned, for this transaction is a mere sale of the note. In 
such a case the note may be sold at any rate of discount, so long as the 
discount is not so great as to adorn the purchaser with the badge of bad 
faith, thereby depriving him of the characteristics of a holder in due 
course. 

When it appears that one of the foregoing warranties has been broken 
for instance, where it appears that the maker is an infant, or that the 
payee’s indorsement is a forgery, the general indorser is liable to the 
holder although the instrument is not presented for payment and no 
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notice is given to the indorser. The failure to present for payment and 
take the other steps necessary to charge an indorser, release the indorser 
from liability, but only from liability as indorser. His liability as in- 
dorser is his obligation to pay the instrument in case of its dishonor. 
To hold him to this obligation he must be given due notice of dishonor. 
But his liability on the warranties which we have been discussing is 
something separate and apart from his liability as indorser. And notice 
of dishonor is not necessary to fix this liability. 

There is good reason for this distinction. Suppose a note is made by A; 
payable to B, and indorsed by Bto C. Now, say C presents the note to 
A, for payment and payment is refused. If C gives notice to B, the lat- 
ter is therebyenabled totake up the note immediately and proceed against 
A,the maker. But if C does not give notice to B until some time later, 
B may in the meantime lose the opportunity of protecting himself by pro- 
ceeding against A. So, in every such case, the law declares that B shall 
be discharged of liability unless notice of dishonor is duly given to him. 

Now, alter the case by the addition of a new element and suppose 
that it turns out that A, the maker, is an infant and so not liable on the 
instrument. B, by his indorsement, warranted that A was competent to 
make a binding note. He is liable on this warranty without notice of 
dishonor just as he would be on a warranty as to the quality of goods 
which he might sell. And giving him notice would not improve his situa- 
tion in any respect, for he could no more compel the infant to pay the 
note than could his indorsee. Turnbull v. Bowyer 40 N. Y. 456. 

In addition to the-enumerated warranties, the indorser engages 
that, upon due presentment, the instrument shall be accepted or paid, 
or both, as the case may be, according to its tenor, and that if it be dis- 
honored, and the necessary proceedings upon dishonor, such as protest, 
etc., be duly taken, he will pay the amount thereof to the holder, or to 
any subsequent indorser who may be compelled to pay it. 

Parol evidence is not admissible to vary the general indorser’s con- 
tract to pay the instrument if it is not paid on due presentment and the 
necessary proceedings upon dishonor are duly taken. For instance, an 
indorser of a note cannot defend on the ground that, at the time of 
the indorsement, the indorsee orally agreed to keep the indorser informed 
as to the conduct of the maker respecting the payment of the note, and 
the collateral which secured it, and failed to inform the indorser of cer- 
tain matters in accordance with this agreement. Hopkins v. Merrill, 
79 Conn. 626, 66 Atl. Rep. 174. 

The indorser’s liability under this provision comes up more directly 
in connection with those provisions of the act relating to presentment, 
demand, protest, etc., which will be discussed in subsequent numbers 
of this series. 





This Department embraces all the newly decided cases of importance to 
bankers, bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 


JUDICIAL INTERPRETATION OF BANK REPORTS. 


United States District Court for Idaho. 


In the case of United States v. Frank W. Kettenbach, some in- 


teresting points in the interpretation of the meaning of items in the 
reports required from national banks were developed. 

The defendant was president of a national bank and also ofa trust 
company and two state banks. He was tried from September 5th to 
September 15th, 1911, on indictment for making a false report to the 
Comptroller of the Currency, before Hon. Frank S. Dietrich, United 
States District Judge at Boise, Idaho and was acquitted. 

In April 1911, he wastried on three indictments before Hon. Carl 
S. Rasch, United States District Judge for Montana, those indictments 
charging him with complicity with Clarence W. Robnett in abstract- 
ing $137,000 from the bank and in making false entries in the books 
covering up the abstraction; he was also acquitted of those charges. 

In March, 1911, the former president and cashier of the bank, who 
resigned at the time defendant succeeded to the presidency thereof, 
were tried before Hon. Robert S. Bean, United States District Judge 
for Oregon, acquitted on all charges of misuse of funds, but convic- 
ted on the charge of making false reports to the Comptroller, from 
which a writ of error is now pending. 

It appears that the charges related to the inclusion of deposits 
due the Idaho Trust Co. as ‘‘Individual Deposits Subject to Check” in 
the report, instead of as ‘*‘ Due to State Banks” or ‘*‘ Due to Trust Com- 
panies,” and the improper classification of loans. 

Furthermore it appears that, with respect to the first-mentioned 
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deviation, defendant pleaded that such a practice prevailed in other 
banks, and that in fact it was inadvertent, the account being carried 
in the individual ledger; that it was changed in later reports. 

With respect to the classification of loans, it appears that some 
demand loans were in fact made time loans by collateral agreements. 

The following is the syllabus of the points of the court’s decision: 

1. While a deposit of one bank with another is an individual de- 
posit subject to check within the meaning of the form for report by 
a national bank to the Comptroller, it should be reported under the 
headings ‘‘ Due to National Banks”; ‘‘ Due to State and Private Banks 
and Bankers” or ‘‘ Due to Trust Companies and Savings Banks” as 
the case may be. 

2. When a defendant is charged with reporting a deposit of a bank 
as an individual deposit subject to check instead of as due to a na- 
tional or state bank or to trust companies, with an intention to de- 
ceive or defraud, the practice of any other national bank in making 
similar reports of deposits of banks, when shown to have been known 
to defendant, may be considered by the jury in determining whether 
defendant acted in good faith or fraudulently,—following U. S. v. 
Graves, 53 Fed. 634. 

3. Where a trust company has power to carry on a banking busi- 
ness and much the larger part of its business is banking business, its 
deposits with a national bank, should be reported as ‘‘ Due to State 


Banks” but perhaps might properly be reported either as ‘‘ Due to 
State Banks” or as ‘‘ Due to Trust Companies”, and this without re- 
gard to the fact that its name designates it as a trust company only. 

4. The heading in the form of report to Comptroller ‘‘ Loans for 
account of correspondents,” does not require reporting of ‘‘ Loans 
made to correspondents”, but only loans made for correspondents 
from their own funds. 


5. Facts stated in a report to the Comptroller should be true even 
though they may conflict with the records and files of the bank, and 
notes though in form payable on demand, should not be classified as 
demand paper if time of payment had been extended and that while 
possibly questionable whether a note payable on ‘‘demand after date” 
is a demand note, it might properly be so classified in the absence 
of any special instruction pertaining thereto. 

6. Under what circumstances certificates of deposit exchanged by 
banks might or might not be free from criticism. 

7%. In ruling on admissibility of evidence Dietrich, Judge, held 
that a director attesting a report and not having knowledge of any 
error therein may rely on statements of officers or employees who 
prepared report and present it for director's attest. U.S. v. Potter, 
56 Fed. 94; Yates v. Jones Nat’l Bank, 27 Sup. Ct. Rep. 638 overrul- 
ing Gerner v. Mosher, 58 Neb. 135; U. S. v. Booker, 98 Fed. 291 as 
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to report verified by president or cashier. Gerner v. Mosher, supra, 
cited by Goverment. 

8. In ruling on admissibility of evidence of alleged similar offenses 
both of the judges in the different cases agreed that the nearness in 
time of the alleged similar offense was a matter largely in the dis- 
cretion of the court; but Rasch, Judge, ruled however, that he deemed 
that in the exercise of such discretion he should not admit evidence 
of any alleged similar offense which occurred more than three years 
prior to the return of the indictment, that being the limitation of time 
within which the offense allegedin theindictment could beprosecuted. 

Eprtor’s Nore:—lIn discussing the points in the charge to the jury, the court 
called attention to the fact that the Bank Act does not prescribe the form of books to 
be kept, nor is there any regulation so requiring. Banks may therefore keep their 


books by any method satisfactory to them, provided the facts appear therein, properly 
recorded. 

But stress is laid upon the point that the report to the Comptroller must reflect 
the true state of facts, no matter how the books may show them. 

Withal, the case may be said to have turned in large part upon the question of 
good faith; whether the mis-statements such as they were, were made with intent 
to deceive, etc. 

The points brought out by paragraphs 2, 5 and 7, of the foregoing syllabus are 
worth careful reading. 


SAFE DEPOSIT COMPANIES. 


* Requirements of Illinois Inheritance Tax Law held constitutional. 


National Safe Deposit Co. v. Stead, Attorney General, Supreme Court of Illinois, June 20, 1911. Rehear- 
ing denied October 4, 1911. 95 N. E. Rep. 973. 


The inheritance tax law of Illinois, requiring safe deposit companies to give the 
State Treasurer and Attorney General ten days’ notice of the removal of the contents 
of a safe deposit box standing in the name of a deceased lessee, and requiring the 
company to retain a sufficient portion of the deposit to pay the tax before delivering 
the deposited property to any one except where the written consent of the officers 
mentioned is obtained, and making the company liable for the tax and subject to a 
penalty in case of its failure to comply with the statute, is constitutional and valid. 


Bill by the National Safe Deposit Company against William H. Stead 
and others. From a decree sustaining a demurrer to the bill, complain- 
ant appeals. Affirmed. 

This was a bill in chancery filed by the National Safe Deposit Com- 
pany, the appellant, against William H. Stead, Attorney General, 
Andrew Russel, State Treasurer, and Walter K. Lincoln, inheritance 
tax attorney, the appellees, in the circuit court of Cook county, to restrain 

* By reason of the great length of the opinion it is impossible to print it here in 
full. The complete opinion may be obtained from the West Publishing Company, 
St. Paul, Minn., for the sum of 25 cents. 
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said officers from enforcing against the appellant, and all other corpora- 
tions, firms, and individuals similarly situated and who are engaged in 
the business of renting safety deposit boxes and safes for hire, the pro- 
visions of section 9 of an act entitled ‘‘ An act to tax gifts, legacies, in- 
heritances, transfers, appointments and interests in certain cases and to 
provide for the collection of the same, and repealing certain acts herein 
named,’’ approved June 14, 1909, in force July 1, 1909, (Hurd’s St. 1909, 
p. 1897), on the ground that said section of the act is unconstitutional 
and void. A general demurrer was interposed to the bill and sustained, 
and the bill was dismissed for want of equity, and the record has been 
brought to this court by the complainant by appeal for further review. 


Section 9 reads as follows: ‘‘If a foreign executor, administrator or 
trustee shall assign or transfer any stock or obligations in this state 
standing in the name of a decedent or in trust for a decedent, liable to 
any such tax, the tax shall be paid to the treasurer of the proper county 
on the transfer thereof. Nosafe deposit company, trust company, cor- 
poration, bank or other institution, person or persons having in posses- 
sion or under control securities, deposits, or other assets belonging to 
or standing in the name of a decedent who was a resident or nonresident 
or belonging to, or standing in the joint names of such a decedent and 
one or more persons, including the shares of the capital stock of, or other 
interests in, the safe deposit company, trust company, corporation, bank 
or other institution making the delivery or transfer herein provided, shall 
deliver or transfer the same to the executors, administrators or legal re- 
presentatives of said decedent, or to the survivor or survivors when held 
in the joint names of a decedent and one or more persons, or upon their 
order or request, unless notice of the time and place of such intended 
delivery or transfer be served upon the State Treasurer and Attorney 
General at least ten days prior to said delivery or transfer; nor shall any 
such safe deposit company, trust company, corporation, bank, or other 
institution, person or persons, deliver or transfer any securities, deposits 
or other assets belonging to or standing in name of a decedent, or belong- 
ing to or standing in joint names of a decedent and one or more persons, 
including the shares of the capital stock of, or other interests in, the safe 
deposit company, trust company, corporation, bank or other institution 
making the delivery or transfer, without retaining a sufficient portion 
or amount thereof,to pay any tax or interest which may thereafter be as- 
sessed on account of the delivery or transfer of such securities, deposits 
or other assets, including the shares of the capital stock of or other in- 
terests inthe safe deposit company, trust company, corporation, bank or 
other institution making the delivery or transfer, under the provisions 
of this article, unless the State Treasurer and Attorney General consent 
thereto in writing. And it shall be lawful for the State Treasurer, to- 
gether with the Attorney General, personally or by representatives, to 
examine said securities, deposits or assets at the time of such delivery 
or transfer. Failure to serve such notice or failure to allow such ex- 
amination, or failure to retain a sufficient portion or amount to pay such 
tax and interest as herein provided shall render said safe deposit com- 
pany, trust company, corporation, bank or other institution, person or 
persons liable to the payment of the amount of the tax and interest due 
or thereafter to become due upon said securities, deposits or other as- 
sets, including the shares of the capital stock of, or other interests in, 
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the safe deposit company, trust company, corporation, bank or other 
institution making the delivery or transfer, and in addition thereto, a 
penalty of one thousand dollars; and the payment of such tax and in- 
terest thereon, or of the penalty above described, or both, may be en- 
forced in an action brought by the State Treasurer in any court of com- 
petent jurisdiction.’’ 

The sole object in filing this bill was to test the constitutionality of 
said section 9 of the inheritance tax law of 1909. 

It is contended by the appellant that its constitutional rights, both 
state and federal, are infringed upon by said section of the statute. 

Hanp, J. The counsel for the appellant and the counsel for the state 
differ widely and fundamentally upon the relation which the appellant 
sustains towards its lessees, and the property which its lessees place in 
the safety deposit boxes and safes which they rent from the appellant, 
and as to the interest of the state in the property situated in a safety de- 
posit box or safe, placed there by a lessee, upon the death of the lessee, 
when the property is subject to the payment of an inheritance tax. 

We think it clear that where a safety deposit company leases a safety 
deposit box or safe, and the lessee takes possession of the box or safe 
and places therein his securities or other valuables, the relation of bailee 
and bailor is created between the parties to the transaction as to such 
securities or other valuables, and that the fact that the safety deposit 
company does not know, and that it is not expected it shall know, the 
character or description of the property which is deposited in such safety 
deposit box or safe does not change that relation, any more than the rela- 
tion of a bailee who should receive for safe-keeping a trunk from a bailor 
would be changed by reason of the fact that the trunk was locked and 
the key retained by the bailor, although the obligation resting upon the 
bailee with reference to the care he should bestow upon the property in 
the trunk might depend upon his knowledge of the contents of the trunk. 

We conclude, upon the death of a lessee of a safety deposit box or 
safe the contents of such box or safe are in the possession and control 
of the appellant, and the same duty rests upon it as rests upon every 
other bailee who finds himself in the possession of property that belongs 
to a bailor who has died during the existence of the bailment ; that is, to 
deliver the bailment to the party or parties upon whom the law casts the 
title, with the right of possession. 

The law is also well settled that the right to take property either real 
or personal, by inheritance, by bequest or device, is purely a statutory 
right and one which rests wholly within legislative enactment, and the 
state, acting in its sovereign capacity, by appropriate legislation may 


regulate and control the devolution of property after the death of the 
owner. 


It has been decided by this court that an inheritance tax is a tax upon 
the right of succession and is not a tax upon the property itself. It is 
obvious that the money received by the state in the form of inheritance 
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taxes constitutes a part of the public revenue of the state, and by numer- 
ous adjudicated cases it has been determined that the right of the state 
to such taxes is a vested right, and that such right vests, in point of 
time, at the time the estate vests ; that is, upon the death of the decedent. 

It is clear, therefore, that the state has an interest in every estate 
that is subject to the payment of an inheritance tax, and in all such pro- 
ceedings the Attorney General, or some other designated officer, is the 
representative of the state. The provisions of section 9 which require 
the representative of the state to have notice of the time when property 
held by safety deposit companies, the former owners of which are de- 
ceased, is to be surrendered and removed from the custody of the safety 
deposit company and delivered to the personal representative, heir, or 
devisee of the decedent, are not an unreasonable measure to protect the 
state from loss of property in which it has a vested right. Nor can we 
see that the appellant will be deprived of any of its constitutional rights 
by making it liable for the amount of the inheritance tax in case it vio- 
lates the clear mandate of the law and parts with the possession of such 
property without giving notice to the state of such removal and delivery, 
or in being penalized for so doing. It is obvious, should doubts arise 
as to whether an inheritance tax is due on the succession of property 
held by a safety deposit company whose former owner is dead, or as to 
the amount of such tax, the courts will always be open, upon the appli- 
cation of the safety deposit company, the state or those interested, to 
adjudicate upon such questions as may arise and solve the doubt, so that 
the appellant’s expressed fear that it might be wrongfully required to 
pay an inheritance tax upon property which it had supposedly properly 
surrendered and delivered, or be penalized for the infraction of the stat- 
ute and mulcted in costs, is, we think, a groundless fear. 

From what has been decided it follows that it is our view that section 
9, of the act of 1909, is a valid enactment so far as it covers property held 
by a safety deposit company, and which had been deposited in a safety 
deposit box or safe, in a case where the sole lessee of such safety de- 
posit box or safe had died leaving his property in a safety deposit box 
or safe and in the custody of and under the contro! of the appellant, it 
being our view that, in consideration of such enactment, the appellant 
has no more right, under the Constitution, either state or national, to 
ignore the property rights of the state and to surrender and deliver prop- 
erty thus situated by turning it over to the personal representative, heir 
or devisee of the decedent than it would have to deliver the same to the 
state tothe entire exclusion of the rights of the personal representative, 
heir or devisee of the deceased. 

As to the case of the death of one of two or more joint lessees, where 
the property of such joint lessees was deposited in the safety deposit 
box or safe, but the property of the several lessees had not been com- 
mingled and the property of the surviving lessee could be readily sep- 
arated from the property of the deceased lessee, we see no difficulty in 
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the way of the enforcement of the statute. All that would be necessary 
for the appellant to do to protect the rights of the surviving lessee would 
be to deliver to him his property and protect the parties representing 
the deceased by holding the property which belonged to the deceased 
lessee. Whatever inconvenience to the appellant or to the surviving 
lessee would be caused by the joint occupancy of the safety deposit box 
or safe would be necessarily an inconvenience which they must have 
contemplated when they entered into the joint relation, and would, we 
think, place each of them in a position where they could not object to 
the owners of the property who succeeded to the rights of the deceased 
joint lessee (which would include the state) from obtaining their full 
rights in the property of the deceased lessee found in such safety deposit 
box or safe. We therefore conclude that there is no constitutional ob- 
jection to the enforcement of the statute as to property owned jointly 
by a deceased lessee and another and deposited in a safety deposit box or 
safe, where the property of the several lessees has not been commingled 
by the acts of the parties but has been kept separate. 

We think the same course of reasoning which controls where proper- 
ty is found in a safety deposit box or safe which was leased jointly, and 
where the property of each lessee has been kept separate and apart, must, 
in favor of the state and all others interested in the property, be applied 
as against the appellant and the joint surviving owner who has com- 
mingled his property with a joint lessee who has died, and that the 


statute can be enforced in the same manner against the appellant and 
the joint surviving lessee who has voluntarily commingled his property, 
as against appellant and a joint lessee who has kept his property separate. 
We therefore hold the act constitutional in the latter as well as the for- 


mer case. 

A more difficult question is presented when the safety deposit box or 
safe has been leased by a copartnership and one member of the copartner- 
ship has died leaving copartnership property remaining in such safety 
deposit box or safe. Ifit be borne in mind that the copartnership by death 
of a copartner is dissolved, that while the assets may be lawfully retain- 
ed bythe surviving member or surviving members of the copartnership, 
they ultimately must account to the personal representative of the de- 
ceased partner for his share, and that the inheritance tax will only be 
assessed upon the succession to what may remain after the partnership 
debts are paid, it must be held that the statute applies to a copartnership 
lease and to copartnership assets. We can see no objection to the per- 
sonal representative of the deceased partner and all other persons who 
have or will have an interest in his estate (which would include the state) 
being informed as to the amount, character, and value of the copartner- 
ship assets in a leased copartnership safety deposit box or safe at time of 
the dissolution of partnership by death of a partner. It cannot be truly 
urged that the object of organization of the safety deposit company is 
to furnish receptacles where parties may secrete their property from 
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the tax assessing and tax collecting officer of the state with a view of es- 
caping taxation, or that when property is found in the possession of a 
safety deposit company which formerly belonged to a person who has 
since died or in which he is interested it should not be taxed, and we 
think no valid reason can be suggested why every person interested in 
property thus found (which would include the state) has not the right, 
whether it be held individually or jointly or by a copartnership, to know 
the amount, value, and kind of such property. 

It is first contended that the section impairs the obligation of the 
charter of the appellant. The charter of the appellant, which is its con- 
tract with the state, provides that it is organized “* for the express pur- 
pose of providing a suitable building or buildings with vaults and safes, 
with a special regard to protection against loss by fire, robbery or other- 
wise, and to carry on the business of safety deposit and storage.’’ In 
pursuance of its corporate powers, it has provided a building and entered 
upon the business.of renting safety deposit boxes and safes, and we are 
unable to ascertain wherein section 9 impairs, takes from, or infringes 
any of the powers of the appellant granted to it byits charter. Section 
9 in no way deprives the appellant of the right of constructing or rent- 
ing a building, vaults, etc., or of renting its safety deposit boxes or safes, 
or deprives it of its right to act as a depository for hire and to receive 
and accept for deposit all securities or other valuables which may be de- 
livered to it by its lessees, or prevents it from delivering to the rightful 
owner or owners of or persons entitled to all or any of such securities 
or other valuables as may have been delivered to it, upon the termina- 
tion of the relation which is created between it and its lessees. The 
law has always been that a bailee must deliver the bailment to the person 
to whom it belongs, upon the termination of the contract of bailment, 
and all the Legislature has done is to pass a statute which vests the state 
with an interest in the estate of a deceased person which is subject to 
an inheritance tax, and which provides that, where the bailment is term- 
inated by the death of the lessee and the property is to be surrendered 
by the safety deposit company, the state shall be treated as a part owner 
of such bailment and receive notice, through its appropriate officer, of 
the proposed surrender, to the end that it may receive and be paid its 
proper proportion of the property so deposited with appellant. This, 
as has heretofore been determined, is not an unreasonable or unconstitu- 
tional regulation. We do not think, therefore, that a law which, in fact, 
only requires that the appellant shall not, without notice to the state, de- 
liver the property which it has received into its vaults where the owner 
or part owner of such property has died since its receipt by the appellant, 
and, if it is subject to an inheritance tax, not deliver the same, without 
the consent of the state, until the tax is paid, can rightfully be said to 
infringe upon the charter rights of the appellant. 

The appellant is not a trustee in the ordinary sense, but a bailee, and 
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the fact. if it were a fact, that it is used, in part, as a tax-assessing and 
tax-collecting officer, would not invalidate the statutes. Numerous stat- 
utes have been passed by the Legislatures of this and other states which 
require banks, trustees, executors, administrators, and agents to return 
for taxation property in their possession, and such statutes frequently 
provide that, if the banks, trustees, executors, administrators, and agents 
holding such property surrender the same without the tax thereon be- 
ing paid, they shall be liable for the tax. In many instances the cor- 
porations have been made collecting officers by being required to deduct 
the taxes from the stockholders’ interests and pay them over to the state. 
In Citizens’ Nat. Bank v. Kentucky, 217 U. S. 443, 30 Sup. Ct. 532, 
54 L. Ed. 832, the revenue law of Kentucky, which charged the banks 
with the duty of collecting the taxes on shares, was sustained. Wecon- 
clude the appellant is not deprived of its liberty, property, or due pro- 
tection of the law or wrongfully made a trustee or tax-gathering agent 
against its will. 

It is also urged that the property of the lessees of appellant is subject 
to unreasonable searches and seizures. In the case of People ex rel. 
Hatch v. Reardon, 184 N. Y. 431, 77 N. E. 970,8L. R. A. (N. S.) 
314, 112 Am. St. Rep. 628, and People ex rel. Ferguson v. Reardon, 197 
N. Y. 236, 90 N. E. 829, 27 L. R. A. (N. S.) 141, 134 Am. St. Rep. 871, 
the constitutionality of a statute was sustained which required the trans- 
feree of corporate stocks to keep a record of such transfer or transfers 
for the information of the tax-levying and tax-gathering officers, and in 
the corporation tax cases (Flint v. Stone-Tracy Co., 220 U.S. 107, 174, 
31 Sup. Ct. 343, 358, 55 L. Ed.—), the Supreme Court of the United 
States sustained the constitutionality of a statute which required the 
corporations which fell within the purview of the statute then under 
consideration to keep a record for the inspection of the revenue officer 
which showed the net income of such corporations. The fourth amend- 
ment of the Constitution, protecting against unreasonable searches and 
seizures, was adopted to protect against abuses in judicial procedure 
under the guise of law, which invade the privacy of persons in their 
homes, papers, and effects, and applies to criminal prosecutions and 
suits for penalties and forfeitures under the revenue laws. It does not 
prevent the issue of search warrants for the seizure of gambling para- 
phernalia and other illegal matter. It does not prevent the issuing of 
process to require attendance and testimony of witnesses, the produc- 
tion of books and papers, etc. Certainly the amendment was not in- 
tended to prevent the ordinary procedure in use in many, perhaps most, 
of the states, of requiring tax returns to be made often under oath. The 
representative of the state, in this instance, gets the information first 
hand, while in the instances covered by the Reardon and Flint cases the 
tax officers obtained the information from a record which those statutes 
required to be kept for their information. If the Legislature or Con- 
gress may require such record to be kept, we see no reason why the in- 
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formation, which is the important thing, may not be required to be given 
direct to the tax officer. 

It is finally contended thatthe property of the appellant and its lessees 
is devoted to a public use without just compensation, in this: That it 
is held pending the notice to the officers of the state required by the stat- 
ute and pending the time of the determination by such officers of the 
liability to the succession of the property to be subjected to an inherit- 
ance tax. If the required notice is lawful and the determination of the 
question whether the succession to the property in the possession of the 
safety deposit company is subject to the payment of an inheritance tax 
is proper, then there is no infringement upon the constitutional provis- 
ion, either state or national, which forbids property to be taken for pub- 
lic use without just compensation. Inthe very nature of things, in the 
settlement of estates of deceased persons there must be some delay in 
determining who is entitled to receive the estate, and, as we have here- 
tofore held, when the appellant leases its safety deposit boxes and safes, 
it and its lessees must necessarily have contracted with reference to the 
inevitable fact that some of its lessees will die pending the continuation 
of their leases. This being true, we think it manifestly follows that ap- 
pellant’s leases are made and the rent therefor is fixed upon the contin- 
gency that in the case of the death of a lessee pending the lease there 
will be some delay in the delivery of the property of the lessee to the 
true owner by the appellant. 

The only damage that the appellant could incur in such cases would 
be the loss of box or safe rent during the time of such delay, which, 
upon a safety deposit box or safe which rents for $5 a year, would be in- 
considerable, and we must conclude, as to the appellant, that the ques- 
tion of box rent or safe rent is a matter that was taken into consideration 
when the lease was executed. As the lessee is dead, he clearly will be 
deprived of nothing by reason of such delay. 

Those persons who are to succeed to his estate take what they get 
only by force of the statute of descent and statute of wills, and, as the 
inheritance or bequest which they receive comes to them burdened with 
the inheritance tax which the law places upon their right of succession, 
they necessarily take their inheritance or bequest subject to the costs, 
expenses, and damages accruing out of the delays which must inter- 
vene before they may enjoy their inheritance or bequest. We therefore 
conclude that neither the appellant nor its lessees are, within the mean- 
ing of the law, deprived of property for a public use without just com- 
pensation. 

We have given this case the patient care which its importance de- 
mands, and have reached the conclusion that section 9 of the inheritance 
tax law of 1909 is a valid and constitutional enactment. 

The decree of the circuit court will be affirmed. 

Decree affirmed. 

FARMER, VICKERS, and CooKE, JJ., dissenting. 
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AUTHORITY OF TRUST COMPANY OFFICER. 


Interstate Securities Company v. Third National Bank, Supreme Court of Pennsylvania, April 24, 1911, 
80 Atl. Rep. 888. 


In pursuance of a plan to aid a railroad contractor to extend his existing indebt- 
edness and to obtain further funds to carry out his contract, the plaintiff trust com- 
pany sent the manager of its bond department, who was also a director, to another 
city with certain bonds and specific instructions as to their use. Contrary to his in- 
structions the agent agreed with the defendant bank, which was about to foreclose 
a pledge of the contractor's securities for an overdue debt, that the plaintiff would 
pay the interest and pledged some of the bonds as security. The defendant had no- 
tice of the agent’s specific instructions. When the other creditors of the contractor 
demanded that interest due them be paid also the entire plan failed. It was held that 
the agent had no authority, by virtue of the positions which he held, to enter into the 
agreement which he made with the defendant, and that the plaintiff could maintain 
an action of replevin for the bonds pledged with the defendant. 


Replevin by the Interstate Securities Company against the Third 


National Bank. Judgment for the plaintiff and defendant appeals. 
Affirmed. 


Replevin for bonds. 

The defendant presented the following points: 

‘* The bonds in suit being negotiable, they would pass by deliv- 
ery, and the defendant was in no default in accepting them as secu- 
rity for the payment of the $1,011.80 and was not obliged to make in- 
quiry as to right of Mr. Ely to pledge them.” Answer: ‘‘Refused.” 

‘The bonds in suit being negotiable, defendant was not bound 
to know or to inquire as to any limitations of the authority of Mr. 
Ely to dispose of them, and hence, if the jury should find that Mr. 
Ely did exceed his authority in pledging the bonds, yet as they 
were negotiable, if the defendant did not know of any limitation of 
his authority, and there is no evidence that any officer of the de- 
fendant did so know, the defendant had a right to accept the bonds 
and hold them as security for the payment of the said sum of $1,011.80 
upon the withdrawal of the sale of the $10,000 of the bonds of the 
West Chester, Kennett & Wilmington Electric Railway Company.” 
Answer: ‘‘Refused.” 

‘‘What was the object of the plaintiff or of Mr. Ely in preventing 
the sale of the $10,000 of the bonds of the West Chester, Kennett & 
Wilmington Electric Railway Company on April 20, 1904, or whether 
the plaintiff, or Mr. Ely, or any other person received any benefit or 
advantage by the withdrawal of said bonds from sale on that day, is 
not a matter of consideration in this case.” Answer: ‘‘Refused.” 

‘‘If the jury find that the bonds in suit were handed by Mr. Ely 
on April 20, 1904, to Mr. Wood on behalf of the Third National Bank, 
as security for the payment of the sum of $1,011.80, under a promise 
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by Mr. Ely that the said sum would be paid the next day if the 
Third National Bank would withdraw from sale the $10,000 of 
the bonds of the West Chester, Kennett & Wilmington Elec. 
tric Railway Company advertised to be sold that day, for the 
defendant, by Messrs. Barnes and Lofland, and that, relying upon 
that promise, the sale of the said $10,000 of bonds was withdrawn, 
the jury should find for the defendant, and that the defendant is 
entitled to hold the bonds in suit till the said sum of $1,011.80, to- 
gether with interest from April 20, 1904, is paid to the defendant, 
subject to the deduction of such sum as the defendant has received 
for interest on the bonds in suit.” Answer: ‘‘Refused.” 

Under binding instructions the verdict was: ‘‘We, the jury, find 
that the title to the bonds in suit was at the time of suit brought, and 
now is, in the plaintiff, and we find for the plaintiff, and that the 
value of the two bonds in suit is $1,900, and that the plaintiff has 
sustained damages by the detention of said bonds in the sum of 
$603.34, and costs.’’ Judgment was entered on the verdict. 

Stewart, J. The Vandegrift Construction Company had contract- 
ed with the West Chester, Kennett & Wilmington Electric Railway 
Company to build and equip the latter’s line of road. In some way 
not explained in the evidence, but presumably under the terms of 
the contract, the construction company had acquired large holdings 
in the bonds and stock of the railway company. Its necessities re- 
quired the borrowing of considerable sums of money in connection 
with the building of the road, and for this indebtedness, owing to 
banks and trust companies, including among others the Third Na- 
tional Bank, here the appellant, it had pledged these securities. En- 
countering financial embarrassment, the construction company ap- 
plied to plaintiff company, doing business in city of New York, for 
assistance in procuring an extension of this indebtedness, and ob- 
taining a loan of $100,000 to insure the completion of the road. The 
latter company devised a scheme which met with the approval of 
the Integrity Trust Company, holder of much of the Vandegrift Com- 
pany’s indebtedness. The co-operation of these two companies was 
essential to the success of the scheme, and the basis and terms of 
their joint action had been agreed upon. The scheme contemplated 
the employment for collateral purposes of some $47,500 in the bonds 
of the Mobile, Jackson & Kansas City Railroad Company belonging 
to the plaintiff company, in substitution for a larger amount of the 
securities of the West Chester, Kennett & Wilmington Railway 
Company, held by the Integrity Trust Company as collateral for 
the indebtedness of the Vandegrift Company, which latter, being re- 
leased, were to be used in connection with the remaining bonds of the 
Mobile, Jackson & Kansas City Railroad Company in securing the new 
loan of $100,000 necessary to complete the line of railway. 

On April 12, 1904, the president of the plaintiff company was in 
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Philadelphia consulting about the arrangement; and while here, in 
company with the president of the construction company, called 
upon the cashier of the defendant bank, and advised him as to the 
scheme and the agreement his company had with the Integrity Trust 
Company to accomplish it, depending, however, on the ability of the 
Vandegrift Company to get an extension on their existing indebt- 
edness. He testified that he told him that all of the $100,000 which 
it was contemplated raising would be required for the completion of 
the road, and that none of it could be applied to the indebtedness of 
the Vandegrift Company. For the purpose of carrying out the pro- 
posed plan, the plaintiff company, a week later, on April 19th, in- 
trusted $17,500 in the bonds of the Mobile, Jackson & Kansas City 
Railroad Company to Mr. Ely, a director of the company, and the 
chief officer of its bond department, with instructions to take them 
to Philadelphia, and upon certain conditions being complied with, 
to deliver them to the Integrity Trust Company. Upon arriving in 
Philadelphia Mr. Ely learned that some of the indebtedness of the 
Vandegrift Company was pressing for immediate payment, and that 
$7,000 would be required to meet these claims to prevent a sale of 
the bonds held in pledge therefor. Included among these was the 
overdue debt to the defendant bank, and for the default on which the 
bank had advertised at public sale the following day the bonds of the 
West Chester, Kennett & Wilmington Railway Company it held in 
pledge. Mr. Ely atonce communicated by phone this fact to plaintiff 
company, and asked permission to meet this unexpected condition to 
borrow $7,000 of the Integrity Trust Company by pledging 10 of the 
Mobile bondsintrusted to him. On the following morning he receiv- 
ed authority from the plaintiff to pledge 10 of these bonds for this 
purpose, only, however, on certain expressed conditions, and with 
explicit instructionsin regard thereto. Instead of observing these 
instructions to borrow on certain conditions the $7,000 from the In- 
tegrity Trust Company ona pledge of the bonds, wherewith to meet 
all the pressing liabilities of the Vandegrift Company, he pledged 
to the Third National Bank two of the bonds to secure the sum of 
$1,011.80 interest on the indebtedness to that company, and three 
other bonds to another bank for a similar purpose. The Third Na- 
tional Bank would consent to a withdrawal of the bonds from sale 
on no other terms. Ely represented to the bank that the securities 
company would pay the interest in a few days, but, the bank requir- 
ing security, Ely gave to it the two Mobile bonds as collateral to his 
promise. After this had been done, the Integrity Trust Company 
declined to release the securities it held except on payment of $7,120 
interest on the Vandegrift loan held by it. The plaintiff company, 
being advised of this demand by the Integrity Trust Company, re- 
fused to comply, and the whole transaction failed, with no other re- 
sult than that the defendant bank had as security for the interest due 
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it on the Vandegrift indebtedness two of the plaintiff’s bonds. The 
plaintiff company as soon as advised of the action of Mr. Ely in pledg- 
ing these Mobile bonds repudiated it and demanded a return of the 
bonds. This being declined, an action of replevin was brought for 
their recovery, resulting in a verdict for the plaintiff. 

The questions raised on the appeal are free from difficulty. The 
fact that the bonds pledged were payableto bearer and therefore nego- 
tiable is without significance. The defendant bank fully understood 
in dealing with Ely that the latter was not acting on his own behalf, 
butas theagent and representative of the plaintiff, and that the bonds 
he offered in pledge were not his bonds but belonged to the plain- 
tiff. So muchclearly appears from the receipt given Ely by the bank 
for the bonds. He had promised that the plaintiff company would 
pay the arrearages of interest on the Vandegrift loan in a day or two 
if the bank would withdraw the West Chester, Kennett & Wilming- 
ton Railway bonds from sale, and the Mobile bonds were accepted 
by the bank as collateral to this promise. However much another 
who had obtained the bonds innocently from Ely might have relied 
on the presumption of his ownership of them, all such presumption 
in the present case was wholly overcome by the facts. Nor is there 
anything in the fact that Ely was a director of the plaintiff company 
and its chief officer in charge of its bond department that can avail 
the defendant company. In neither capacity had he authority to 
pledge or otherwise dispose of the securities or other property of the 
company. It is too obvious for discussion that neither as director 
nor as manager of the bond department could he bind the company 
by an unauthorized promise to pay the debt of another, even if it 
were to obtain special advantage to the company. No more could 
he give title to property belonging to the company which he pledged 
as collateral to such promise. No presumption of authority arises 
in such case. The fact appearing as it unquestionably did, that 
the bank knew it was dealing with an agent, the burden was upon 
it to show the authority of the agent to do what he did. It is a uni- 
versally recognized doctrine that, when one deals with an agent, he 
is bound to ascertain the nature and extent of the agent’s authority. 
He may not trust toa mere presumption of authority, or to any mere 
assumption of authority by the agent, but must trace the authority 
to its source if he would be protected. Had the bank done so in this 
instance—and clearly it was put upon inquiry—even had it inspected 
the written instructions which Ely had with him at the time of the 
transaction, it would have discovered that the pledging of the bonds 
for the Vandegrift debt was not only unauthorized, but in direct vio- 
lation of the instructions which he had received. 

These instructions were admitted in evidence only after the fact 
of Ely’s agency, and defendant’s knowledge of such fact, at the time 
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of the transaction, had been made to appear. There was no error in 
admitting the evidence. 

Nor was there error in excluding the offers made on part of the 
defendant to show by Ely that, when acting for the plaintiff under 
written instructions, he sometimes acted upon his own discretion, not 
strictly in line with the instructions, and that, when he did so, his 
acts were accepted by thecompany. One sufficient objection to these 
offers, to say nothing of others quite as conclusive, is that they did 
not even suggest a discretion extending to the binding of the com- 
pany by a promise to pay the debt of another, and the pledge of se- 
curities of the company therefor. 

Upon a review of the case, and a careful study of the evidence, 
we find nothing that called for a submission of the case to the jury. 
There was no issue of fact. Ely, called by the defendant, admitted 
that he was without authority to make or pledge these bonds to the 
bank to secure the interest on the Vandegrift loan. When asked 
the question whether he had such authority, his reply was: ‘‘ No, 
sir; that was on my own initiative.” And again, when the question 
was repeated, he replied: ‘‘ No, sir; I was only authorized to put 
the bonds with the integrity company in order to get the money.”’ 
Had he observed his instructions and delivered the bonds to the in- 
tegrity company upon failure of the scheme, the plaintiff would have 
received back allits bonds. As it is $2,000 of its bonds, by the un- 
authorized act of its agent, are held in pledge by the defendant to 
answer fora debt for which the plaintiff was never liable. The only 
consideration passing from the defendant for the pledge was the de- 
lay for a few days at most in selling its original securities. In what 
we have said we have sufficiently answered the assignments of error. 

They are overruled, and the judgment is affirmed. 


NOTE PAYABLE AFTER MAKER’S DEATH. 


Harper v. Davis, Court of Appeals of Maryland, April 4, 1911. 80 Atl. Rep. 1012. 
The fact that a note is payable after the maker's death does not render it in- 
valid. In this instance a recovery on a note payable after the maker's death was re- 
fused on the ground that there was no consideration for the note. 


Action by Laura J. Harper against Henry Davis, administrator. 
From a judgment for defendant, plaintiff appeals. Affirmed. 

Boyp, C.J. The cause of action sued on in this case was a promis- 
sory note given by Franklin H. Harper to the appellant, and the de- 
fense was want of consideration. The appellant was at the time it 
was given Miss Laura J. Webb, but she married Mr. Harperin October, 
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1904, and he died June 10, 1907. The note is as follows: ‘‘ Still 
Pond, March —, 1904. I promise to pay to the order of Laura J.Webb 
three thousand dollars, without interest, after my death. Value re- 
ceived.” She lived at Franklin H. Harper’s from 1882 until the fali 
of 1903, when the first Mrs. Harperdied. She then lived for several 
months at the house of Joseph W. Harper, who wasa son of Franklin 
H. and died in December, 1903, leaving a widow and three minor 
children, the latter being the only heirs of Franklin H. Harper. This 
suit is being defended at the instance of their mother. 

It is admitted that the plaintiff was not related to Mr. Harper, 
and the evidence abundantly shows that during the 21 years she lived 
at his house, in the lifetime of the first Mrs. Harper, she performed 
many valuable services, especially during the latter part of the first 
Mrs. Harper’s life, as she was an invalid and not only could not do as 
much herself as she formerly did, but was in such condition as to re- 
quire a great deal of nursing and care bytheappellant. Thetheory 
of the appellee is that, although the appellant was not a blood rela- 
tion, she was treated as a member of the family, and when the ser- 
vices were rendered there was no intention on her part to charge, or 
on that of Mr. Harper to pay for them, and that hence she cannot re- 
cover. There have been a number of decisions by this court involv- 
ing the general principles applicable to cases of this character, but 
this case presents some other questions. 

The rule announced in Bantz v. Bantz, 52 Md. 693, that ‘‘in order 
to justify a claim for services being allowed against a decedent, there 
must have been a design, at the time of the rendition, to charge, and 
an expectation on the part of the recipient to pay for the services,” 
etc., has been declared by this court in several cases to apply only 
when such claim is made ‘‘ by a member of the family of decedent,”’ 
the foundation for the rule being that when services are rendered by 
a member of the family a presumption of law arises that they were 
gratuitous, and hence the burden is on the claimant to relieve him- 
self of that presumption by showing that there was ‘‘an express or 
implied understanding between the parties that a charge for the ser- 
vices was to be made, and to be met by payment.” 

The evidence shows, that the appellant became a member of the 
family in the sense in which that term is used in the authorities we 
have referred to. 

It would seem to be clear, then, that under the authorities the ap- 
pellant could not recover for the services rendered, if she was simply 
suing for compensation for such services, and it only remains to de- 
termine whether she can recover or the note, which was given under 
the circumstances we have stated. 

It will be conceded that this note imported a consideration, and 
the plaintiff made out a prima facie case by its production in evi- 
dence, but it must also be admitted that the defendant had the legal 
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right to prove want of consideration for it, and, if that be establish- 
ed, that no recovery could be had. In our judgment the evidence 
conclusively shows that the services rendered were gratuitous, and 
as there was no other attempted to be shown, there was no considera- 
tion upon which the promise to pay can be sustained. As the appel- 
lant did undoubtedly render the first Mrs. Harper faithful services, 
it is to be regretted that she or the decedent did not make provision 
for her by will or in some way which could be sustained, but in our 
judgment recovery cannot be allowed in this case without violating 
principles of law which are firmly established. 

The fact that the note was payable after the maker's death would 
not of itself defeat recovery. Feeser v. Feeser, 93 Md. 716, 50 Atl. 
406; Junkins v. Sullivan, 110 Md. 539, 73 Atl. 264. But the validity 
of every parol contract, whether verbal or written, depends on the 
fact of a sufficient legal consideration, and that of a promissory note 
in hands of the payee is always open to inquiry (Sumwalt v. Ridgely, 
20 Md. 107); and a ‘‘mere moral] obligation simply would not be a 
sufficient legal foundation for the promise.” In De Grange v. De 
Grange, 96 Md. 609, 54 Atl. 663, it was held, quoting from the sylla- 
bus, that ‘‘a promissory note executed and delivered by the maker to 
the payee as a voluntary gift cannot be enforced against the estate 
of the maker after his death, because such a note is a mere promise, 
without consideration, to make a gift.” The statement in that 
opinion that there was evidence tending to show that the appellant 
from time to time rendered to the intestate such services as one 
brother might be expected to perform for another, but that the evi- 
dence did not connect the giving of the notes with those services, or 
show that they formed a consideration for the notes, merely referred 
to a fact in the case, and the court did not say or intimate that under 
such circumstances as we have here, services by a member of a family 
to another would be a sufficient consideration in the absence of a 
promise or understanding when the services were rendered. 

Judgment aftirmed, the appellant to pay the costs. 


COLLECTION OF DRAFT IN INTERSTATE TRANSPOR- 
TATION OF LIQUOR. 


Danciger v. Stone, United States Circuit Court, E. D. Oklahoma, January 18, 1910. 188 Fed. Rep. 510. 
(Published in September, 1911.) 


The act of a bank in collecting a draft, attached to a bill of lading for liquor 
transported in interstate commerce, is not a violation of an act of Congress creating a 
fine of $5,000, for any person, who, ‘‘in connection with the transportation of any 
spirituous” etc. liquor, ‘‘shall collect the purchase price or any part thereof,” etc. 


In Equity. Bill by Dan Danciger and others against S. W. Stone 
and others. On demurrer to complainants’ application for temporary 
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application and temporary injunction. Demurrer overruled, and in- 
junction granted. 

See, also, 187 Fed. 853. 

CampBELL, District Judge. At the hearing, ietgeatued s demurrer 
and the complainant’s application for temporary injunction were 
heard together. At the completion of the hearing, the court an- 
nounced that, unless the demurrer should be sustained the complain- 
ants were entitled to the temporary injunction prayed for, upon the 
showing made; it appearing that, since the decision of this court in 
a former case (187 Fed. 853) in which they were complainants, 
they have not solicited the purchase of liquors within this district, 
and are not now doing so. The demurrer was taken under advise- 
ment, and the parties given time within which to file briefs in sup- 
port of their respective contention which they have now done. 

The complainants allege in their bill that their principal method 
and custom of making shipments into other states, including the 
state of Oklahoma, is to receive mail orders for shipments from cus- 
tomers outside of the state of Missouri for sales and shipments of 
liquors to be made in Missouri, and directed to other states; that, 
after said orders are accepted by complainants, the liquors are de- 
livered at Kansas City, Mo., to various railroad companies and other 
common carriers, transporting freights from said state of Missouri 
to such other states; that in all cases where goods are sold and deliv- 
ered to carrier in Kansas City, Mo., said sales are made outside of 
state of Oklahoma, and the goods are delivered to the carrier for the 
purpose of making delivery to the consignee only. Complainants 
further allege: That after delivering said liquors to carriers for 
shipment, as aforesaid, in the state of Missouri, they receive from 
the carrier a bill of lading and forward said bill of lading to a bank, 
or some responsible person, at the home of the consignee, attached 
to which is a sight draft for the purchase price of the liquor. The 
customer pays the draft and receives the bill of lading, and presents 
the same to the railroad company and receives the shipment. That 
this method is what is known to the railroad, and to the public gen- 
erally, as ‘‘shipper’s order,” ‘‘order notify,” or ‘‘sight draft and bill 
of lading” method. 

(1) Respondents contend that complainants are not entitled to 
the protection of the commerce clause of the constitution, for the 
reason that their method of business, as stated in their bill, amounts 
to a sale of liquor within the state of Oklahoma, and is, therefore, a 
violation of the state prohibitory law. In the opinion of the court, 
this question is determined adverse to respondent’s contention by the 
ruling of the Supreme Court of the United States in American Ex- 
press Co. v. Iowa, 196 U. S. 133, 25 Sup. Ct. 182, 49 L. Ed. 417. 

(2) It is further and especially urged by respondents that com- 
plainants cannot invoke the aid of a court of equity because it ap- 
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pears from their bill that their business is carried on and condtcted 
in direct violation of section 239 of an act of Congress, approved 
March 4, 1909, c. 321, 35 Stat. 1136, which reads as follows: 

‘‘Any railroad company, express company, or other common carrier, or any other 
person who, in connection with the transportation of any spirituous, vinous, malted, 
fermented, or other intoxicating liquor of any kind, from one state, territory, or dis- 
trict of the United States, or place noncontiguous to but subject to the jurisdiction 
thereof, into any other state, territory, or district of the United States, or place non- 
contiguous to but subject to the jurisdiction thereof or from any foreign country into 
any state, territory, or district of the United States, or place noncontiguous to but sub- 
ject to the jurisdiction thereof, shall collect the purchase price or any part thereof, 
before, on, or after delivery, from the consignee, or from any other person, or shall 
in any manner act as the agent of the buyer or seller of any such liquor, for the pur- 
pose of buying or selling or completing the sale thereof, saving only in the actual trans- 
portation and delivery of the same, shall be fined not more than five thousand dollars.” 

It is urged that under this statute any bank which collects one of 
complainant’s drafts with bill of lading attached violates the fore- 
going statute, and that, as complainant confesses that it is procuring 
banks so to do, it is not in position to seek aid of this court of equity. 
Unless under this statute a bank in this state may be criminally pro- 
secuted for collecting one of the complainant’s drafts, there is no 
force in respondent’s contention. Let usanalyze the statute and see 
against whom it isdirected. The law applies to ‘‘any railroad com- 
pany, express company, or other common carrier, or any other per- 
son’”’ whose acts shall bring him within its terms. The acts at which 
the statute is leveled are: First, the collection of the purchase price, 
or any part thereof before, on, or after delivery, from the consignee, 
or from any other person; and second, in any manner acting as agent 
of buyer or seller, of any such liquor, for purpose of buying or sell- 
ing or completing the sale thereof, saving only in the actual trans- 
portation and delivery of the same. But such acts are only con- 
demned by this section when they are committed in connection with 
the interstate transportation of such liquor. It is true the bank, 
when it collects the draft, collects the purchase price of the liquor; 
but can such collection be said to be in any way in connection with 
the interstate transportation of the same? The transportation is 
effected by the railroad company, or other common carrier, entirely 
independent of the bank. The transportation of the liquor and the 
collection of the draft are two separate and distinct acts, performed 
by separate and distinct individuals or corporations, and the fact 
that the carrier, under its contract, cannot deliver the shipment 
until the consignee first goes to the bank and pays the draft, to se- 
cure the bill of lading, and then presents it to the carrier, cannot be 
said to in any way connect the bank with the transportation. Its 
act cannot therefore be said to be in violation of the terms of the 
statute. To my mind, there is nothing obscure about this sec- 
tion of the statute. Its manifest purpose is to provide that common 
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carriers, or any persons, engaged in or connected with the interstate 
transportation of intoxicating liquors,shall confine themselves wholly 
to such carriage and transportation, and shall not act as agent of the 
buyer or seller of liquor for the purposes of the collection of the pur- 
chase price, or for any other purpose, ‘‘saving only in actual trans- 
portation and delivery of the same.” This construction of the stat- 
ute is clearly sustained by the report of the congressional committee, 
relative to this legislation while the same was pending in Congress, 
an extract of which is quoted in complainant’s brief, and reads as 
follows: 

‘The principal cause of difficulty in restricting the liquor traffic in the states 
prohibiting such traffic, has been the misuse of the facilities furnished by railroad 
companies, express companies and other common carriers in bringing in liquors from 
outside states to be paid for on delivery. To meet this evil, your committee report 
the substitute. 

‘*By the proposed substitute, if it be enacted into law, Congress will, under its 
constitutional authority, bring its power to bear directly upon the common carriers, 
prohibiting them from acting as agents of the vendors of liquors in other states. 
Further, by requiring that all interstate shipments of liquors shall be plainly marked as 
to their contents, the substitute hereby submitted will enable the several states to trace 
and to control the disposition and use of such liquors under their own police powers.” 

It follows that the demurrer must be overruled, and the tempor- 
ary injunction granted. 





USURY REGULATED BY LAW OF PLACE OF PAYMENT. 


Walker v. Lovitt, Supreme Court of Illinois, June 20, 1911. 95 N. E. Rep. 631. 


When a note recites no place of payment it is payable at the place where made. 
And the place of payment governs questions of usury respecting the note. Thus, a 
note, made in Missouri, payable generally, drawing 8 per cent. interest, which is not 
usurious in Missouri, may be recovered on in Illinois where the legal limit of interest 
is 7 per cent. 


Action by A. M. Walker against William P. Lovitt. Judgment 
for plaintiff for less than the relief demanded, and he appeals. Re- 
versed and remanded. 

Dunn, J. To an action on a promissory note the appellee set up 
the defense of usury as to all except a certain amount which was 
tendered to the plaintiff. The note on its face bore 8 per cent. in- 
terest, to be compounded annually if not paid annually. The note 
was dated Louisiana, Mo., and was payable generally. The payee 
was acitizen and resident of Missouri, and the appellee a citizen and 
resident of Illinois. The rate of interest was lawful in Missouri. 
The note was secured by a mortgage on real estate in Illinois, and 
the appellee contends that, by virtue of section 8 of chapter 74 of 
Hurd's Statutes of 1909, the interest contracted to be paid was for- 
feited. The circuit court sustained this contention, and the plaintiff 
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has appealed from the judgment directly to this court on the ground 
that constitutionality of section mentioned isinvolved. That section 
reads: ‘‘When any written contract, wherever payable, shall be made 
in this state, or between citizens or corporations of this state, or aciti- 
zen or corporation of this state and a citizen or corporation of any 
other state, territory or country (or shall be secured by mortgage or 
trust deed on lands in this state), such contract may bear any rate of 
interest allowed by law, to be taken or contracted for by persons or 
corporations in this state or which is or which may be allowed by 
law on any contract for money due or owing in this state: Provided, 
however, that such rate of interest shall not exceed seven per cent. 
per annum. And if any such person or corporation shall contract 
to receive a greater rate of interest or discount than seven per cent. 
upon any such contract, such personor corporation shall forfeit the 
whole of said interest so contracted to be received and shall be en- 
titled only to recover the principal sum due to such person or cor- 
poration.” If the note was an Illinois contract, it was usurious on its 
face without reference to this section. If it was a Missouri contract 
it was enforceable in this state according to the stipulated rate, 
though in excess of the rate allowed by our law, unless the interest 
was forfeited by the application of this section. The question of the 
application of the section was preserved by propositions of law sub- 
mitted to the court. 

The rule is well settled that the validity, construction, and obli- 
gation of a contract must be determined by the law of the place 
where it is made or is to be performed. The law of the place be- 
comes a part of the contract, and the courts of another jurisdiction 
will enforce it in accordance with its legal effect where made or to 
be performed. 

When a contract for the payment of money is silent on the sub- 
ject, the place of payment is presumed to be the place of making, 
and the debtor must see the creditor at his domicile or place of 
business. 

The place where a contract is made depends, not upon the place 
where it is actually written, signed, or dated, but upon the place 
where it is delivered, as consummating the bargain. The note here 
was delivered by the agent of the appellee to the payee at her resi- 
dence in Louisiana, Mo., and she then delivered to such agent a check 
for the face of the note. The contract was thus consummated in Mis- 
souri, and the note then took effect as the appellee’s obligation to re- 
pay the money there where he had borrowed it. The disposition the 
appellee’s agent may afterwards have made of the money cannot af. 
fect the rights of the parties to the note. 

The substance of section 8 above mentioned, omitting the clause 
referring to security on lands in this state, first appeared in our stat- 
utes in 1857. The conventional rate of interest in this state was 
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then 10 per cent., which was higher than the rate permissible in 
other states and countries from whose citizens and corporations the 
citizens of this state were ac:ustomed to borrow money, secured by 
mortgages on land inthis state. Under the laws of these other states 
and countries various results followed a usurious contract, ranging 
from a forfeiture of the excess of interest to the complete avoidance 
of the contract. Wherea contract or loan was made in this state, or 
between citizens of this state and citizens of such foreign state, and 
performance or payment was to be made in such foreign state, the con- 
tract or loan was governed by the law of such foreign state, and was 
valid or invalid as and to the extent determined by such foreign law. 

Thus a note given in New York by a citizen of this state and pay- 
able there bearing interest at a rate in excess of 7 per cent., was void 
because so declared by the law of New York, though in Illinois it was 
competent to contract for 10 percent. To meet this situation and 
enable citizens of this state to borrow money in other states whose 
usury laws were more stringent, and to give obligations and security 
for loans so made that should be legally binding and enforceable 
here against the borrowers and their property though not enforceable 
where made, the General Assembly passed two acts. One, which 
went into effect February 12, 1857, provided that when any contract 
or loan should be made in this state or between citizens of this state 
and any other state or country, bearing interest at a rate lawful in 
this state, it should be lawful to make the principal and interest of 
such contract or loan payable in any other state or territory of the 
United States or in the city of London, in England, and in all such 
cases the contract or loan should be governed by the laws of this state 
and not affected by the laws of the state or country where the same 
should be made payable, and that no contract or loan theretofore 
made bearing interest at a rate lawful in this state when such con- 
tract was made, should be invalidated or in any wise impaired or 
affected by reason of the same having been made payable in any other 
state or country. Laws 1857, p. 38. At the same session ‘‘an act 
for the encouragement and security of loans of money” was passed, 
which went into effect February 16, 1857, and provided that it should 
be lawful for any person or corporation borrowing money in this state 
to make notes, bonds, mortgages, and other securities for the pay- 
ment of principal or interest at the rate authorized by the laws of 
this state payable at any place where the parties might agree, though 
the legal rate of interest in such place might be less than in this state, 
and such securities should not be held to be usurious or invalidated 
because of the rate of interest at the place where the paper should 
be made payable being less than in this state or because of any usury 
or penal law in such place. It was further provided that no plea of 
usury or defense founded upon an allegation of usury should be sus- 
tained in any court of the state nor any security held invalid on an 
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allegation of usury, where the rate of interest did not exceed that 
allowed by the laws of this state, because of such security being pay- 
able at a place where such rate of interest was not allowed. Laws 
1857, p. 33. 

It was not the object of these acts to restrict the power of the citi- 
zen to contract for the payment of interest. They were enabling acts, 
and were intended to encourage the lending of money in the state 
by enabling its citizens to make a valid contract to repay the money 
in the state where it was borrowed, even though it was recognized 
that the contract would be void in that state. Their effect and in- 
tention was not to make void any contract which would be valid under 
the law of a foreign state, but to make valid against citizens of Ili 
nois, and their property, contracts which under the law of the state 
where made would be void. They were therefore open to no consti- 
tutional objection. In Fowler v. Equitable Trust Co., 141 U. S. 384, 
12 Sup. Ct. 1, 35 L. Ed. 786, they were enforced by the Supreme 
Court of the United States in a case where it was sought to interpose 
the defense that the contract of loan was a New York contract pay- 
able in New York and was void under the usury laws of that state. 

In the revision of 1874 these two statutes were repealed and a 
single section enacted, as follows: ‘* When any bond, bill, draft, 
acceptance, mortgage or other contract, shall have been or shall be 
made in this state, or between citizens of this state, or a citizen of this 
state and any other state, territory or country, bearing interest ata 
rate lawful by the laws of this state, may be made payable in any 
other state, territory or country, such contracts shall be governed by 
the laws of this state.’’ Rev. St. 1874, c. 74, § 8. In 1875 this section 
was amended to read precisely as it does now, except for immaterial 
verbal changes and the rate, which has since been reduced from 10 
to 7 per cent. Laws 1875, p. 85. The object of the Legislature has 
always been the same—to enable citizens to borrow money outside 
the state at the highest rate permitted by law within the state, and 
to give valid obligations therefor, though such obligations may be 
invalid by the law of the state where made. The Legislature has 
power thus to make contracts otherwise invalid enforceable in this 
state, for in so doing it violates no constitutional limitation. If it 
is undertaken to invalidate legal contracts made in another state, 
the case is different. Such action would deny to the parties to the 
contract the equal protection of the laws and abridge their privilege 
as citizens of the United States, and deprive them, without due pro- 
cess of law, of the liberty of making contracts outside of the state in 
regard to their property. The Legislature of a state has no power 
to prohibit its citizens from making, beyond the limits of the state, 
contracts lawful in the place where they are made, even though such 
contracts may concern property within the state. Allgeyer v. State 
of Louisiana, 165 U. S. 578, 17 Sup. Ct. 427, 41 L. Ed, 832. The val- 
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idity of the contract here is in no way affected by the fact that its 
performance was secured by a mortgage of Illinoisland. The mort- 
gage was but an incident of the agreement. ‘‘The mere taking of 
foreign security does not necessarily draw after it the consequence 
that the contract is to be fulfilled where the security is taken. The 
legal fulfillment of a contract of loan on the part of the borrower is 
repayment of the money and the security given is but the means of 
securing what he has contracted for, which in the eye of the law is to 
pay where he borrows, unless another place of payment be expressly 
designated by the contract.” De Wolf v. Johnson, 210 Wheat. 367. 
The section of the statute under consideration, without violating con- 
stitutional rights, can be applied only to cases where the rate of in- 
terest that may be charged by the law of the state or country where 
the contract is made is less than the rate that may lawfully be charg- 
ed in this state. 

A distinction is sought to be drawn by counsel for appellee be- 
tween statutes which declarea usurious contract void and those which 
merely provide for a forfeiture of interest, but the difference is only 
one of degree, and not of kind. No more authority exists for taking 
from an individual the benefit of a part of his contract than for tak- 
ing all. 

The judgment will be reversed and the cause remanded. 
Reversed and remanded. 






















GAMBLING TRANSACTION. 










71 N. E. Rep. 920. 





Glass v. Childs, Court of Appeals of Georgia, July 25, 1911. 





The holder of a check and note, representing his share of the profits in a specu- 
lation in cotton futures, cannot recover thereon. 













Action by J. B. Glass against W. W. Childs. Judgment for de- 
fendant, and plaintiff brings error. Affirmed. 

Russe.i, J. Glass brought suit against Childs upon a note and a 
check. Childs admitted the execution of bothinstruments. He ad- 
mitted a refusal to pay the check, and that the bank upon which the 
check was drawn had not paid it upon presentation. He set up two 
defenses: One was that note and check were without consideration; 
that at the time he gave the note he had forgotten, or was uncer- 
tain, whether he had paid the plaintiff what he owed him or not, and, 
not being willing to swear that he had paid him, he executed the 
papers in question, but thereafter he found a bank check which he 
had given to Glass, and which had been paid by the bank to Glass, 
which antedated the note and check sued upon, and which represen- 
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ted identically the same transaction. Upon that ground he claimed 
that his debt to Glass had actually been paid before he gave the note 
and check. It is alleged, however, in this plea, that ‘‘in the fall or 
winter of 1905 plaintiff asked defendant to join him in buying 100 
bales of cotton futures, which defendant did, plaintiff and defendant 
each one putting up $100 as a margin to cover loss on said futures, 
and the contract was taken in defendant’s name, and the note and 
draft or check sued on were given the plaintiff for his $100 so ad- 
vanced as a margin on said cotton future contract, and for his part 
of the profits thereon, and the interest on the money up to the time 
of giving said note,” and for this reason the defendant pleaded that 
both the note and the check were based on an illegal contract and 
speculation scheme, and cannot be enforced or collected out of him, 
and that the consideration of the note is illegal, void, and contrary 
to public policy, because it is a part of said illegal contract. It will 
thus be observed that each of the pleas in fact set up a total failure 
of consideration—the one, because the debt was alleged to have been 
paid by mistake before the note was given; the other, because the 
consideration was one not recognized nor tolerated by law. 

There was conflict in the evidence with regard to the check said 
to be given in settlement of the differences between the plaintiff and 
defendant, but there was no conflict as to the mature of the dealings 
in which they were engaged with each other, and no dispute that if 
there was any dividend due the defendant to the plaintiff it was for 
the plaintiff’s original margin and his share of profits and deals in 
cotton futures where the collections were made by the defendant. 
The plaintiff himself admitted in his testimony that the purchase of 
200 bales of cotton futures, in two purchases and two sales of 100 bales 
each, was the only transaction they ever had, and that each purchase 
was made in the name of the defendant; one-half of the purchase 
being for himself and one-half for the defendant, the defendant re- 
ceiving all the money for both sales—both the margin put up and 
the profits, though he insisted that the defendant had never paid 
anything. 

The defendant, although agreeing with the plaintiff as to the na- 
ture of the transaction upon which the alleged indebtedness depen- 
ded, simply urged that he had paid the debt before he gave the note 
and check through mistake, by means of a check for $245, which he 
had paid the plaintiff, and which he introduced in evidence as corro- 
borative of his statement. 

The finding in favor of the defendant upon the plea of failure of 
consideration by anterior payment of the indebtedness was suppor- 
ted by some evidence, and the defense based upon the illegality or 
immorality of the consideration was absolutely demanded by the evi- 
dence, because the plaintiff himself admitted this defense to be true. 
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We find no error in the ruling of the court upon the admissibility of 
testimony, nor inthe charge. But, even if there were errors, they 
would be immaterial, because the law will not lend itself to secure 
for either party to an illegal or immoral undertaking an advantage 
to which he might be entitled under a contract which is abhorrent 
to sound public policy and good morals. No principle of jurispru- 
dence is better settled than this. An extensive citation of authority 
is unnecessary. It isa general rule of law that, where it is plainly 
disclosed that the parties are themselves engaged in an undertaking 
which the law cannot decently afford to touch, the law will leave 
them where it finds them. A court of justice will not lend its aid to 
the enforcement of any contract, the making of which is prohibited, 
nor to the enforcement of anything which is necessary to complete 
the accomplishment of an unlawful purpose. If A. and B. make a 
sale of a forged paper, and the purchaser pays the proceeds to A., 
the aid of a court of law could not be invoked to force A. to pay B. 
his part of the proceeds of the sale of the forged paper, and it would 
not give the court any concern if B. were successful in defrauding 
A. by withholding from his companion in guilt his share of the fruits 
of the iniquity. We grant that in the instance we have suggested 
the degree of moral obloquy would be far greater than in a case 
where the parties were simply engaged in gambling in cotton futures 
but the principle is the same so far as the courts are concerned. 
Where an act which from beginning to end is contrary to public pol- 
icy is incomplete, and something remains to be done to complete it 
according to the original undertaking of the partiesthereto,the courts 
cannot afford to assist in the completion of the illegal act. 

One of the- grounds of the motion for new trial depended upon 
the fact that the plaintiff since the trial had found a check for $100 
which antedated the check given by the defendant and upon which 
the defendant predicated his claim that he had paid the debt. For 
the reasons we have stated,it was not an error for thetrial judge to dis- 
regard the newly discovered evidence, because it only tended to show 
more clearly the nature of the transaction in which the parties to the 
case engaged. But, aside from this, the testimony is of no probative 
value, for it is merely cumulative of the testimony of the plaintiff 
and impeaching to the testimony of the defendant, and, furthermore, 
the plaintiff himself swore upon the trial that the first time they bought 
cotton futures together each party paid $100 margin, and the check 
which has been found does nothing more than sustain that statement. 
[t would not illustrate anything as to the payment of the claim by 
the defendant, because it is not really inconsistent with the defend- 
ant’s contention. 

Judgment affirmed. 








LEGAL DECISIONS. 


INDORSEMENT BEFORE DELIVERY. 


Pharr v. Stevens, Supreme Court of Tennessee, June 6, 1911. 139 8S. W. Rep. 730. 


One who indorses a note before delivery is liable as an indorser. 


Suit by Harry N. Pharr against Charles L. Stevens and another. 
Judgment for plaintiff was affirmed by the Court of Civil Appeals, and 
defendant appealed. Reversed, and bill dismissed. 


LansDEN, J. This bill is brought to recover of the defendants W 
S. Biles and Chas. L. Stevens on the following note: 


Memphis, Tenn., 11-1, 1908. 
: On or before Jan'y 5, 1909, after date I promise to pay : 
: to the order of Harry N. Pharr five hundred dollars at : 
: Chickasaw Bank & Trust Co., value received, with in- : 
: terest at stx per cent. per annum after maturity, 
[Signed | Chas. L. Stevens. 


—and indorsed in blank before delivery, ‘‘W. S. Biles.” 

Stevens had borrowed from complainant Pharr $500 some time 
before the note in question was given. The original note was re- 
newed at different times. At the maturity of the last renewal before 
the one in question, complainant demanded security of Stevens be- 
fore he would permit a renewal. Stevens executed the above note, 
and Biles indorsed it in blank by writing his name across its back be- 
fore it was delivered to the complainant, Pharr. Complainant ac- 
cepted the note upon the responsibility and liability of the defendant 
Biles. The weight of the evidence is that complainant would not 
have renewed the note without the indorsement of some solvent party, 
and Biles’ indorsement was acceptable tohim. The question present- 
ed is whether Biles is entitled to notice of demand and protest at the 
maturity of the note, or whether he is liable as maker. 

Before the passage of the negotiable instrument act (Laws. 1899, c. 
94) there could be no question upon our authorities that Biles’ liabil- 
ity is that of maker. Bank v. Lumber Company, 100 Tenn. 480, 47 
S. W. 85; Bank of Jamaica v. Jefferson, 92 Tenn. 538, 22 S. W. 
211, 36 Am. St. Rep. 100; Assurance Society v. Edmonds, 95 Tenn. 
53, 31 S. W. 168. 

Indorsements of this kind are irregular, and the nature of the 
contract of such indorser has given rise to great divergence of opin- 
ion in the cases. There are three distinct rules prevailing in differ- 
ent jurisdictions respecting the nature of such an indorser’s contract, 
known generally as the New York rule, the Pennsylvania rule, and 
the Massachusetts rule. It is not necessary to say more with respect 
to these various rules than that the liability of such an indorser has 
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been held to be that of an indorser, maker, surety, or guarantor. 
The authorities are set out in 7 Cyc. 664—666. The rule prevailing 
in this state prior to the passage of the negotiable instrument law was 
at least a modified form of the Massachusetts rule, whereby such an 
indorser is held to be maker, if his indorsement was given in order 
to procure credit for the maker with the payee. Still another rule 
prevailing in various jurisdictions is that the contract implied by 
such a signature is not fixed by the law merchant (to which it was 
not known), but depends upon the intention of the parties. While 
not so stated in terms, such was manifestly the rule applied in Bank 
v. Jefferson, supra, and Assurance Society v. Edmonds, supra. 

With respect to this particular kind of contract, the negotiable in- 
strument law of 1899 provides as follows: 

**Sec. 63. A person placing his signature upon an instrument 
otherwise than as a maker, drawer, or acceptor, is deemed to be an 
indorser, unless he clearly indicates by appropriate words his inten- 
tion to be bound in some other capacity. 

‘*Sec. 64. Where a person not otherwise a party to an instru- 
ment places thereon his signature in blank, before delivery, he is lia- 
ble as indorser in accordance with the following rules: 

‘*(1) If the instrument is payable to the order of a third person 
he is liable to the payee and to ali subsequent parties. 

**(2) If the instrument is payable to the order of the maker or 
drawer or is payable to bearer, he is liable to all parties subsequent 
to the maker or drawer. 

**(3) If he signs for the accommodation of the payee he is liable 
to all parties subsequent to the payee.”’ 

[1] Under section 64, it would seem entirely clear that the liabil- 
ity of Biles is fixed as that of an indorser, at least until it is shown by 
evidence that he intended to be bound in some other capacity. [2] 
It is said that this is shown by the fact that Biles knew that the note 
in suit was a renewal of former indebtedness, and that complainant 
accepted it upon the faith of Biles’ indorsement. We do not think so. 
On the contrary, this clearly indicates that Biles’ intention was to be 
bound as surety for Stevens,and not as maker of the note. It is not 
shown that Biles received any benefit from the proceeds of the note, 
or that he waived any of his rights as indorser. It is true that it is 
shown that at the time of the execution of this note, Biles and Stevens 
were s)mewhat intimate, and were interested together in some pur- 
chases in Mexico. But this, we think, falls short of showing that 
Biles intended to be bound as maker. 

Bank v. Busby, 120 Tenn. 652, 113 S. W. 390, is cited as an au- 
thority for the proposition that the negotiable instrument law does 
not change the rule existing in this state prior to its passage with 
respect to contracts of this nature. We think this is a mistaken view 
of that case. That case does hold that the real contract as disclosed 
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by the transaction itself can be shown in parol as between the payee 
and the indorser. Under the facts of that case, the contract of the 
indorsers was held to be that of joint makers, whose liability was 
fixed without notice of dishonor. But the question presented here 
is met directly by the negotiable instruments law in express terms. 
Section 64 evidently contemplates a case where a party to the in- 
strument places his signature in blank upon it before delivery, and 
for the purpose of giving the maker credit with the payee. It is ex- 
pressly declared that his liability is that of an indorser in accordance 
with the three rules set out in that section. 7 Cyc. 673; Tool v. 
Crafts, 193 Mass. 110, 78 N. E. 775, 118 Am. St. Rep. 455; Deahy v. 
Choquet, 28 R. I. 338, 67 Atl. 421, 14 L. R. A. (N. S.) 847; Rouse v. 
Wooten, 140 N. C. 557, 53 S. E. 430, 111 Am. St. Rep. 875. 

The Court of Civil Appeals and the chancellor took the view that 
this court had held otherwise than as above indicated in Bank v. 
Busby, supra, and rendered judgment against the defendant Biles in 
accordance with the prayer of the bill. The result is that the bill is 
dismissed with costs. 


RIGHT OF ASSIGNEE TO SUE. 


Curtis v. Douglass, City Court of New York, April 1, 1911. 130 N. Y. Supp. 1054. 


The assignee of a bill of exchange after maturity is the real party in interest 
within the meaning of section 449 of the New York Code of Civil Procedure and 
may maintain an action on the bill. 


Action by Thomas C. Curtis, Jr., against James Douglass. Judg- 
ment for plaintiff. 

Plaintiff is assignee of the drawer of a bill of exchange, which was 
accepted, but not paid, by defendant. The plaintiff, who was an at- 
torney at law, admitted that the bill was assigned to him after ma- 
turity, without consideration, and for the sole purpose of collection; 
no question being raised, however, as to the validity of the assign- 
ment. 

Lyncn, J. The facts being undisputed, the defendant rests his 
case solely upon the contention that the plaintiff is not the real party 
in interest, and therefore cannot bring suit on the bill of exchange 
which he now holds. Before the plaintiff is entitled to judgment he 
must show that the legal title to the instrument upon which he sues 
is in him, and that the defendant is the debtor under said instrument, 
and that payment upon the same by this defendant discharges him 
from further liability thereunder. The facts establishing these ele- 
ments of the plaintiff's case are conceded by the parties herein, and 
it is no concern of the court, or the debtor, for that matter, how 
the person holding the legal title acquired it, or whether he paid 
value therefor or not. Weis v. Levy, 106 App. Div. 500, 94 N. Y. 
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Supp. 857. Mere motive in enforcing the claim or making the trans- 
fer which vests legal title in the party seeking to enforce the claim 
is of no consequence, as it rests upon the obligation of the debtor to 
pay. Morris v. Tuthiel, 72 N. Y. 575. It is sufficient to make the 
plaintiff the real party in interest if he had the legal title, either 
by written transfer or delivery, whatever may be the equities be- 
tween him and his assignor. Hays v. Hathorn, 74 N. Y. 489. I am 
therefore of the opinion that the law of this state now holds that a 
person to whom a bill of exchange has been properly indorsed after 
maturity and without consideration, for the sole purpose of bringing 
suit thereon, is the real partyin interest under section 449 of the Code, 
and is entitled to bring suit against the debtorthereon. Sheridan v. 
Mayor, etc., of New York, 68 N. Y. 30. Itis true that the defendant 
has presented authorities to the court which indicate a different rule. 
However, I do not believe that the facts upon which those cases are 
founded are similar to the one at bar, and must be distinguished. 
Judgment, therefore, for plaintiff for the sum of $1,339.03. 


PRIORITY AS BETWEEN SAVINGS AND COMMERCIAL 
DEPOSITORS. 





People v. California Safe Deposit & Trust Company, Supreme Court of California, July 24, 1911 
117 Pac. Rep. 321. 


Under the laws of California, the savings depositors of a bank, doing a savings 
and commercial business, are not entitled to a preferential lien over the commercial de- 
positors by reason of a provision in the pass books to the effect that the assets of the 
bank ‘‘shall form an absolute security to all depositors for their deposits and de- 
clared dividends,” nor can a bank contract to give the savings depositors such a lien 
* without the knowledge and consent of the commercial depositors. 

Liquidation proceeding by the People, by U. S. Webb, Attorney 
General, against the California Safe Deposit & TrustCompany. I. N. 
Hylen and another filed an intervening petition, which being denied, 
they appeal. Edward J. Le Breton, the receiver, being respondent. 
Affirmed. 


Hensuaw, J. The California Safe Deposit & Trust Company, 
being insolvent, its assets in the hands of a receiver and its affairs in 
process of liquidation, I N. Hylen petitioned the court upon his own 
behalf as a savings depositor, and on behalf of others similarly situa- 
ted to have it declaredthat the savings depositors were entitled to have 
their claims paid in advance of the commercial depositors of the bank- 
ing corporation. The court denied the petition, and this appeal is 
taken for the determination of this question. 

It is conceded that the California Safe Deposit & Trust Company, 
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under its articles of incorporation and by-laws, was entitled to do, 
and was in fact doing, both a savings bank and a commercial bank 
business, having depositors of both kinds. Appellants’ contention 
is that the savings depositors acquired a preferential lien, first, by 
virtue of their contract with the bank, and, second, by virtue of 
the law. The asserted preferential lien of contract arises out of the 
seventh section of the contract printed in each savings depositor's 
bank book as follows: ‘*Seventh. The reserve fund, together with 
the guarantee capital and the assets of the corporation, shal] form an 
absolute security to all depositors for their deposits and declared divi- 
dends. Inconsideration of the security thus afforded, each depositor, 
by signing these conditions, expressly waives all claim—whether 
founded upon the statutes or upon the Constitution of this state— 
upon the individual stockholders of this corporation, or any of them; 
or his, her, or their heirs, executors or administrators for any losses, 
and consents to look for his or her security solely to the guarantee 
capital, to the reserve funds and assets of the corporation.” 

Analyzing this section,it becomes apparent that all the preliminary 
part of it is mere words used to darken understanding. The purpose 
of the section is to work a waiver by the depositors of the stockholders’ 
liability. The somewhat grandiose language to the effect that the 
reserve fund together with the guarantee capital and the assets of the 
corporation ‘‘ shall form an absolute security to all depositors,” really 
gave them nothing more than what the law accorded them. ‘‘Ab- 
solute security” is a high sounding phrase, but ‘‘absolute,’’ as here 
employed, has little meaning, and is apparently used merely as an 
impressive epithet. But whether ‘‘absolute”’ was designed to mean 
‘*sole,” or ‘‘the entire,” or ‘‘ the total,” or ‘‘all,” or ‘‘ adequate,” or 
‘‘only,” it is not important to consider, though it may be said after 
scanning the last sentence where the declaration is that the depositor 
consents to look for his security so/e/y to the guarantee capital, etc. , 
that the idea really intended to be conveyed by the use of the word 
‘*absolute,” would make it synonymous with ‘‘only” or ‘‘sole.” But, 
viewing the section as a whole, it must be apparent that it does not, 
either in terms attempt to create, nor in law effect the creation of, 
any preferential lien in favor of savings depositors. 

Nor if the attempt were shown, could it be given validity against 
commercial depositors in ignorance of, and not assenting thereto, for 
the effect would be as to such depositors to deprive them of their rights 
to a return of their own funds, or totheir ratable share of the assets 
of the corporation, without knowledge of the secret lien attempted to 
be created by the bank in favor of another class. 

The contention that the law gives to savings depositors this pre- 
ferential lien over the commercial depositors is by appellant declared 
to exist by virtue of section 573 of the Civil Code, to the following 
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effect: ‘‘Sec. 573. * * The capital stock and the assets of the cor- 
poration are a security to depositors and stockholders, depositors 
having the priority of security over the stockholders, but the by-laws 
may provide that the same security shall extend to deposits made by 
stockholders.”’ 

But while establishing liens and priority of liens, this section does 
not pretend to favor savings depositors over commercial depositors. 
It simply gives a preference to all depositors who are not stockholders 
over like depositors who are with a provisicn that the same secur- 
ity may by the by-laws be extended to stockholding depositors. Such 
is the construction of the law unmistakably set forth in such cases as 
Murphy v. Pacific Bank, 119 Cal. 339, 51 Pac. 317; s. c., 130 Cal 542, 
62 Pac. 1059; Laidlaw v. Pacific Bank, 137 Cal. 392, 70 Pac. 277. 

For these reasons the order appealed from is affirmed. 


INDORSER’S LIABILITY. 








Hirsch v. Kaufman, Supreme Court of Rhode Island, October 4, 1911. 81 Atl. Rep. 66. 


An indorser, sued on a note, may show, as a defense, that the plaintiff agreed 
to release him if he would surrender certain securities to the maker, that he did sur- 
render the securities, but that the plaintiff did not release him as agreed. 

Action by Edward Hirsch against Harry Kaufman. Verdict for 
plaintiff, and case transferred from the superior court on defendant’s 
exception. Case remitted for new trial. 

The action was against the indorser on a promissory note. 

Per Curiam. The court is of the opinion that the defendant should 
have been allowed to submit, for the consideration of the jury, evi- 
dence in support of his claim that the plaintiff agreed with him that, 
if he would surrender to Weiss, maker of the note in suit, certain 
security held by him, the plaintiff would release the defendant from 
his liability as indorser on said note, and that in pursuance of the 
agreement the defendant did so surrender the security to Weiss, and 
that the plaintiff did not release the defendant from liability as in- 
dorser as agreed, but brought and is prosecuting this suit in viola- 
tion of his said agreement. The justice of the superior court pre- 
siding at the trial erred in excluding evidence tending to support 
this contention, and the defendant’s second exception is therefore 
sustained. 

Case remitted to the superior court for a new trial. 
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CHAPTER I. 


The Employe of a Financial Institution. 
WHAT HE SHOULD BE AND KNOW—HOW TO LEARN—THE WORK NOT 
EASY. 
F each employe, whether president or office boy, of every bank and 
| trust company in the United States, should be asked ‘" How do you 
happen to be working for a bank ?’’ doubtless the answer in nearly 
every case would be ‘‘ Well, I had to go to work; when I got a chance 
to go with the bank I took it.’’ Some, I am sorry to say, would reply 
‘‘ Because I thought it was an easy job; I thought they opened late and 
closed early.’’ It did not take these latter much longer than a day to learn 
differently and change their views of the duties. The writer has made 
this inquiry of a great many bank employes, not only in St. Louis, but in 
other cities, and has never yet been told that the person asked had de- 
liberately started out with the intention to become a banker. They 
were employes of a financial institution merely as a matter of chance. 
They had never directed their course of instruction so as to prepare to 
be a banker as one does who makes up his mind to become a lawyer or 
a doctor. 


AT ONE TIME NO SPECIAL TRAINING CONSIDERED NECESSARY. 


It has not been so long ago when it would have been said that no 
special training was necessary for the banker; in fact some relics of a 
bygone generation, who, on account of long and faithful service, or be- 
cause they control the majority of a bank’s stock, still remain bankers, 
assert this now. According to them, all one has to know is the current 
interest rate and something about the standing of men in his commun- 
ity. Banking is a simple thing, of course; its success only requires from 
the banker honesty, judgment and system. These three qualities, to 
a certain extent, are inbred; some men do not have them and cannot 
acquire them; but granting that the banker has them, in order to de- 
velop judgment and order, not only experience but study is necessary. 
This has always been true, but never thoroughly recognized until the 
present time. 


THE BANKER OF THE PRESENT DAY MUST UNDERSTAND WORLD MOVE- 
MENTS. 


The banker now must know country-wide and world movements so 
as to form the proper estimate of affairs. When transportation was by 
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coach, mail service by courier—no telegraph, no cable, no telephone in 
existence—then each little community was to a great extent an isolated 
unit. Outside influences, when they affected it, did so gradually. The 
well-informed local banker knew personally every one who was, or who 
was liable to be, acustomer. If a business man applied for a loan, the 
banker knew the exact location of his store, how many shelves were 
stocked with goods, how much was carried over, from whom the mer- 
chant received his merchandise; how much money was invested and how 
much, if any, his family would supply if he got into difficulties. He knew 
whether he ever sat in the local poker game or ever played checkers for 
money, and could tell with great accuracy the amount of whiskey he 
drank. 

The same was true if a farmer was acustomer. The banker knew ex- 
actly how much land he owned under cultivation, how much was covered 
by timber, and what proportion was in pasture. He knew the number 
of live stock and whether the farmer cared for his agricultural imple- 
ments or left his reaper in the field all winter to rust. He carried in 
his head a record of all outstanding obligations against the farm; often 
those incurred by the owner’s grandfather, father and himself. In other 
words he did not need an organized Credit Department. 

If imports were exceeding exports, or the Bank of England changed 
its discount rate, he learned of the matter, if at all, several weeks late, 
and read it as news having but slight bearing on his personal affairs. He 
subconsciously, as it were, studied the fundamental financial conditions of 
his locality, but did not, and in fact did not have to, study the conditions 
in the rest of the world. His community was small, practically a little 
kingdom in itself, a part of the world, but independent of it. If he 
was familiar with it, he was fairly well-equipped. Naturally his bank was 
comparatively small and could be run at a profit with only slight atten- 
tion to system, but it is safe to say that the one having the best system 
of management was not only the most profitable, but also the safest. 

There may be certain villages in our country today where the condi- 
tions still approximate those of the last generation, but even these can- 
not be the same isolated units and are bound to feel the throbbing of 
the world’s pulse. The wise country banker, even though his capital 
is small and his business limited, is basing his judgment with the view 
to future possibilities as indicated by general economic conditions. 

Steam and electricity have so joined the four quarters of the globe 
that a financial shock anywhere sets the world quivering, and a banker 
today, if intelligent, must keep track of events and have enough know- 
ledge of their meaning tointerpret them. It is not necessary that he be 
a financial prophet, but he must be a financial student. Banking may 
in the past have been merely a business, but now it is also a profession. 
The American Bankers’ Association began to realize this some time ago 
when it fostered the American Institute of Banking which has for its 
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purpose the education of employes of financial institutions. The pro- 
gressive universities also realize this, for there are now a number which 
offer a course in commerce and finance ; and it seems that the time is at 
hand when the young man that can afford a college education will pre- 
pare as deliberately for the career of a banker as he would to become a 
lawyer. 

OPPORTUNITIES FOR EDUCATION. 

The opportunity for education, however, is not limited to those that 
have money for a college course. In fact, a bank does not necessarily 
want a college graduate,—it needs the educated man, and between the 
two there is often a great difference. Many a man with a degree has 
really little education, while some of the best educated men in the com- 
munity never saw the inside of a university. It is true that the man 
with a college training has an advantage if he will but use it, and that 
it is a wise thing to get that training. Nevertheless, if conditions are 
such that it is impossible, the boy who aims to be a banker should not 
get discouraged, for he can study, and study results in education. But 
study, especially in the subject of banking, does not mean confining one- 
self to books. The books have their place, human nature has its place, 
the community its place, current events, as chronicled in the newpapers, 
have their place, and other things must be considered. A man might 
know all of banking that the books contain and never know when to re- 
fuse a loan, how to pacify a ruffled customer, or get a new deposit. 

The bank employe of the present day finds study comparatively 
easy. The student-bankers who have gone before have marked the way, 
and a number of universities, in addition to their day courses, offer night 
classes in finance, which can be attended by the employe after hours. If 
located in a city where such systematic instruction is available, the em- 
ploye that neglects the opportunity is short-sighted. There is at this 
time no reason why any one, even though he works hard all day, should 
not become educated in banking, provided he has good health. This is 
essential, for unless he is strong, he cannot work both night and day. 
If he attempts it and does not break down altogether, he will lack the 
necessary vitality in his day’s work—think and move with such effort as 
to bar his chance of promotion. There are some, and they do high-grade 
office work too, handicapped by feeble constitutions, and it is better that 
they face facts and go slow. They can hardly expect to accomplish as 
much as their more fortunate brothers; it is not their fault and they 
can always do the best they can. The writer has known some strong 
men try to do too much. If going to a night school or following a sys- 
tematic course of reading at home, at the very outside not more than 
three evenings a week should be spent in study. 


STUDY OF THE DAILY WORK. 


If you as a bank employe should be at a loss how to begin your inves- 
tigation, start with your daily work. Do not grumble when you have 
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to punch the time-clock or pass the time-keeper, who in some institu- 
tions stands at the door in the morning to note in his record if you are 
late. Do not call this tyranny, and speak of the cashier or secretary as 
a task-driver, who is trying to make you a slave. Remember that the 
time-clock costs money and that the time-keeper also draws a salary. 
That neither would be used if there were no good purpose. If you in- 
quire you will doubtless learn that once upon a time when your institu- 
tion had only ten or twelve employes there was nothing like this in use, 
and if a man were occasionally late nothing was said. All the other 
employes knew he was faithful and the very fact of being tardy meant 
that he had a good excuse without question. Each man, because he had 
the good of the institution at heart, was in a way his own boss. You 
will be told that it was much pleasanter in the office in those days ; that 
it was more like a happy family ; but that it necessarily had to be entirely 
different when the work had grown until it required fifty, a hundred 
or two hundred men. Among such a number there were some very 
young, who required to be taught and others who took every opportunity 
to shirk and who did nothing except under the lash; that these latter 
were always taking advantage of the institution, were so consistently 
late that their fellow employes who were faithful were imposed upon and 
had to do their work ; that thus the faithful had to suffer for the good 
of the whole and consequently every one had to be subjected to a time 
check. 

In the same way, before you complain of other rules, if your institution 
is large enough to require them, examine into matter and see whether, 
if you were the cashier, you would not consider them not only reason- 
able but essential. Cashiers and secretaries are human, just as you are, 
and if you should have one that is always jumping on you, perhaps un- 
justly, think if you would be any better. You are grumbling to your 
fellow employes about him and the institution. If you were made cash- 
ier with such an inclination to find fault, would you not be a terror to 
every one under you? It is not the position that makes the tyrant, it 
is the disposition. 

WHY ONE MAN WAS NOT PROMOTED. 


In this connection it will perhaps be interesting to speak of an actual 
occurrence in one of the large institutions in this country. Two em- 
ployes worked together as clerks and were rather intimate. One of 
them was promoted to the head of a department and through sickness 
a vacancy occurred in the position next tohim. His fellow employe was 
in line for the place, and it was thought, of course, that he would get 
it. But he was not promoted. The superior officers suggested his name 
to the head of the department, but to their surprise his former fellow 
clerk was very emphatic in his refusal and recommended a man 
in his stead with whom he had never been particularly friendly. 
Since the head of the department was responsible, his judgment was 
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followed. When questioned he explained that Brown was a fine fellow, 
but in all the years of their acquaintance he had never heard him say 
one good word about a superior or the ‘institution ; that if he were made 
his assistant it would be the same way. He would go all around the 
place talking about him, and that he did not wanta ‘‘knocker.’’ Brown 
is doubtless still grumbling about the injustice of the bank for which, 
in his opinion, he is working his life out. If he would quit talking and 
begin to study the situation, perhaps he would become a changed man, 
of more use to himself as well as to the bank. 


KNOW THE REASON FOR YOUR WORK. 


Perhaps you are an individual bookkeeper, and do your work well. 
Do you thoroughly understand the reason underlying every entry? When 
the deposit tickets come to you, you know where to make the entry. Do 
you know why? It is the same way with the checks ; you know where 
toenter them. Is that all? You can balance your book. Is it only be- 
cause you have been shown how? Do you clearly understand the mean- 
ing of debit and credit ? 

If a debit ticket should come to you, the very writing on which shows 
that some one had used the wrong form, and it should be a credit ticket, 
would you go ahead and make the debit entry like an automaton? If 
so, look out, your usefulness is diminished. Adding machines have 
been invented and some one may some day invent a mechanical contriv- 
ance to enter slips when fed to it by an office boy and you will be look- 
ing for a new position. 

When you notify the cashier that Mr. Shifter has an overdraft, do 
you wonder whether there is any difference between an overdraft and 
a loan, and whether the bank has a right to allow overdrafts ? 

If, as pass book clerk, you are balancing some one’s book, do you 
begin to ask yourself while pulling the handle of the adding machine, 
what a pass book really is? Whether it is only a receipt for money de- 
posited or something more? Does your vision go beyond yourself and 
do you begin to think “‘how would a mistake of mine affect the bank?’’ 
Or do you stop with the thought that your mistake will get you a ‘‘calling 
down,’’ and probably make you work overtime ? 


EACH POSITION A SUBJECT, EACH OPERATION A TEXT BOOK. 


Each position in a bank can be considered a subject and each opera- 
tion a text book. You may have to begin your work in a mechanical 
way, but soon you should understand its theory, if you expect promo- 
tion. Ask your fellow employes, inquire of your superiors. I have 
been told by some that their superiors *‘ Don’t like to answer questions; 


say they don’t want to be worried, and are churlish. They are afraid 
I'll get their job, I guess.’’ Perhaps when the man directly over you 
acts in this way, you have gone to him at the wrong time. Do not ask 
questions only at your own convenience; put yourself out a little, if ne- 
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cessary, and make his convenience yours. Then if he does not help you, 
it perhaps is because he is not sure of himself. Leave him alone and 
find some one that is so certain of himself and so broad-mfnded that he 
does not fear your competition. 


THE DAILY NEWSPAPER. 


Beside your office work, there is another course of study easy of ac- 
cess. If you live in a large city, you know that your daily paper has at 
least one page devoted to financial news, and if you live in a small town 
and your local paper does not carry such news, it is easy for you to geta 
paper that does. You can read it, of course, but do you understand what 
you read? I have before me as I write a New York daily picked up at 
random. It confirms the statement made earlier in this chapter that the 
banker must have world-wide information,for it mentions financial move- 
ments in Egypt, Morocco, London, Berlin and Paris, which more or less 
affect this country. 

It contains this paragraph: “The bank statement showed for all 
clearing-house institutions a greatly strengthened position. An in- 
crease of $5,200,000 in cash and a decrease of $26,000,000 in loans (the 
logical outcome of a week of liquidation) combined to add $8,900,000 to 
the surplus.’’ Do you clearly understand why an increase in cash, a 
decrease in loans and increase in surplus are mentioned as showing a 
strengthened position? One column is headed “Underlying Influences.”’ 
What is your idea of what is meant? In this article when speaking of 
the panic of 1907, it is said: “‘The general calling of loans put an end to 
the fictitious prosperity which had incited industry to enlarge its plant 
beyond the real needs of the nation.’’ Have you more than a general 
idea of what this means? Can you explain definitely how the calling of 
loans would curtail business? In speaking of the bank statement why 
are the items ‘‘cash holdings,’’ “‘loans’’ and “‘surplus reserve’’ empha- 
sized and compared with previous periods? What are © cash holdings’’ 
and “‘loans?’’ What is a “‘surplus reserve?’’ Why does the paper men- 
tion the amount of gold imported or exported ? 

It may take the reading of an entire book before you can clearly an- 
swer some of these questions, but if you expect to make a success of the 
banking profession, itis worth doing. Use the daily paper as a quiz 
book. It can direct you in your study. 

THE WORK NOT EASY. 


The work in a bank, especially in a trust company, is not easy. Often 
it is said: “‘ You work in a bank? Goodness, I wish I had an easy job 
like that.’’ No amount of argument will convince the other man that 
this is erroneous. He knows the bank’s doors are open at 9 o’clock and 
closed at 3, or whatever the hours are in the different communities, and 
reaches the conclusion that the employes are just eating breakfast when 
he has to be at work, and in the afternoon are at the ball game or play- 
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ing golf while he is still slaving away. The truth is, they report as early 
as he does in the morning, often work later than he does and at times 
are under more of a strain in a day, than he is ina week. If the banks 
open at nine, as they doin St. Louis, the office force is on hand at half-past 
eight, except the boys who go for the mail and they often report as early 
as seven o’clock. Itis quite frequently the case that on Saturdays, which 
are half holidays, on Mondays when all bank work is very heavy and on 
days following a holiday, it is necessary to have quite a portion of the 
force report as early as half-past seven or eight in order to get through 
the day. 

Each day’s work in a bank, or in the financial department of a trust 
company, should be completed that day, if possible, and in order to get 
the totals to the general bookkeepers so that they can reach a balance, 
the pace is often furious and the work must be accurate. In some in- 
stitutions no one is allowed to go home until the big sign “‘balanced’’ 
appears above the general bookkeeper’s department, for it is usually im- 
possible to determine where the error which throws the books out has 
occurred, and every one may be needed for arecheck. Some banks re- 
quire one receiving teller and one paying teller to stay until the general 
books are balanced and allow all others to leave when their day’s work 
is finished; others let all employes go when they have finished; but if 
it isa large institution, except on rare occasions, this means at about 
five or six o’clock. 

THE EMPLOYES OF DIFFERENT DEPARTMENTS. 

Perhaps the employes of the bond department of a bank or trust 
company have the easiest time as they do not have very many details to 
attend to; but the task of the employes of the real estate department, 
and especially of the trust department of a trust company, is never 
ended. The quantity of work left on the desk at night after a hard 
day’s work, seems always about the same as in the morning, and fre- 
quently those trust officers that are lawyers, on account of interruptions 
during the day with such details as signing checks and directing an 
office force, have to spend the night on some important will or some deed 
of trust securing a large bondissue. Their work must be most carefully 
done and requires a concentration of mind that cannot be attained during 
the day. 

Some institutions do not let their employes go even when the books 
are balanced or their work finished. Five o'clock, say, is the closing 
hour and every one is supposed to stay until that time. The theory is 
that under such a practice no one rushes with his work or is liable to 
neglect it, knowing he has to stay anyhow, but it seems to the writer a 
wrong policy. The bank employe, of all others, should not only work 
accurately, but quickly; and anything that tends to make him loaf on 
his work is detrimental. Ifthere are those who neglect their duty to 
get away early, they should not be working for a° financial institution 
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and their places should be filled with others that can be relied upon. 
When a bank employe is through with his work, he should not be sitting 
around the office idle, but should be out in the open. 


POTTERING AROUND. 


In this connection it might be well to call attention to a class of em- 
ployes most likely to be found in the older institutions. They do not 
seem ever to care to go home; they have no sympathy with any form of 
exercise; their aim in life is to ‘‘ potter around.’’ If they were the only 
ones to be considered, so long as they did the work at all, perhaps they 
could be ignored; but as their sluggish methods often make others suf- 
fer, it would seem that, though grown old in the service as clerks—they 
never get promotion and do not seem to care for it—they should either be 
made to change their methods or be transferred to the store room or 
put on some character of occupation which influences others the least. 


THE OCCUPATION CONFINING. 


The work in a financial institution is confining, more so than al- 
most any other kind of office work. Those men that work in cages are 
in a little space; probably not more than ten feet by five feet for almost 
the entire day. Frequently their lunches are brought in and they eat 
subject to interruptions by customers at the window. This, however, 
is a practice to be avoided if possible; the employe should either eat his 
lunch in a room provided for that purpose, where he does not have the 
feeling of an animal behind bars eating for the edification of the public, 
or be allowed to go out for his midday meal. It is better for his digestion, 
and as something wrong with the stomach is generally responsible for too 
sensitive nerves, and they in turn are to be blamed for the curt answer, it 
is pleasanter for the customer, and therefore better for the bank. 

The employes, including officers, of some institutions, from the time 
they enter in the morning, until they leave at night are never out of the 
building. The institution furnishes their lunch. It is claimed that the 
confidential nature of a bank’s dealings makes it desirable tosegregate its 
employes from the general business world during the day, and so they are 
kept within the limits of the bank. In all such cases of which the writer 
knows, the institution furnishes the lunch without charge to the employe. 
This is also true where lunches are brought to the men in the cages. I 
have yet, however, to find the clerk who does not say he would rather 
pay for his own lunch and get out of the building for a little time daily. 


FRESH AIR AND EXERCISE. 


Since the work of the financial institution is necessarily confining, the 
wise employe sees that he gets all of the fresh air and exercise possible. 
Many institutions encourage their men to form base-ball teams and ap- 
propriate money for the uniforms and field expenses. I know of one in- 
stitution that each year has a field day for its employes. It is a good 
thing to have a gymnasium connected with the bank, provided a top floor 
can be used where there is plenty of sunlight and fresh air; if the only 
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available space is the basement, even though the ventilation is the finest, 
it is no place for the bank man to exercise. 


REGULAR MEETINGS OF EMPLOYES. 


Something has already been said about the continuous study neces- 
sary on the part of the individual, but in addition to this it is a good thing 
from both the bank’s and employes’ standpoint to arrange for a meeting 
of all its employes once every month during the winter; perhaps ata 
supper where some general addresses can be given, not necessarily on 
a banking topic, and the men be afforded an opportunity to get better 
acquainted with each other than during the rush of work. Ina large 
bank with its many departments and great number of employes, this is 
especially desirable, but it also has its attractive features for the small 
institution. The esprit de corps of many a college has enabled its team 
to be victorious, and the financial institution that has all of its employes 
pulling together as a harmonious whole, is bound to get more busi- 
ness than the one in which there is no spirit among the men, no pride of 
employment, or perhaps actual discord. Athletics during the summer 
and some kind of an open forum during the winter, are among the best 
means of bringing the men together. 

PROMPTNESS: WHAT IT MEANS. 

The employe of a financial institution must be prompt. The very 
nature of the business requires it. A note or draft must be presented on 
the day it is due, or the indorsers are released; checks deposited must be 
presented to the institution on which they are drawn within twenty-four 
hours or, if upon an out-of-town bank, must be placed in transit. The 
Clearing House takes no excuses, and the man that is late sees tardiness 
measured in money. He is charged for every minute he is behind time. 
In order to impress the necessity of promptness, being late, even a 
minute or two, is a serious offense. Some banks have a rule that ar- 
riving behind time three mornings in any one week, without the very 
best excuses, of itself constitutes a resignation. I have heard one bank 
president say that being on time in the morning was one thing every 
employe from office boy and porter to the officers could do; that it was 
a kind of common standard by which to measure the faithfulness of all. 
It tells more than would appear at first glance too, for, when a man is 
continually late, it generally means there is something wrong with his 
habits of life, indicating that the employe is not fitted for the exacting 
routine work necessary to banking. 

The bank clerk should really be something more than just prompt ; 
he should be a little ahead of time. He should not get up so late that 
he has to throw his clothes on and bolt his breakfast; the one makes him 
untidy, the other gives him indigestion. He will do his day’s work 
better if he has had opportunity to clean his teeth and make a selection 
from among several of his ties. In the one way he is a master, or at 
least an equal of time; in the other he is a slave of time. 
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SECOND PRIZE ESSAYS ON ALDRICH PLAN. 


Fr OLLowine are the chief arguments presented in the papers which were accorded 
second prizes in the recent contest arranged by the Institute. 


|. In Favor of the Plan. 
BY ROBERT I. SIMONS, OF THE MERCHANTS LOAN & TRUST COMPANY, 
CHICAGO. 

The feature of the plan which most favorably impressed me was the apparent 
desire to be absolutely fair to all interests. Evidently the National Monetary Com- 
mission was determined to prevent any criticism on the score of their scheme being a 
plot devised by the big financiers to gain control of the entire supply of credit for 
their own private ends, and to the detriment of all others. There may be such criti- 
cism, as even the charities of wealthy men and corporations are viewed with suspicion 
in some quarters, but no fair-minded man will be able to find a particle of evidence 
to substantiate it. 

In no section was this so forcibly emphasized as in the provisions for the elec- 
tion of directors and executives of the Reserve Association, its branches and the local 
associations, and in the manner the stock should be distributed. These need but to be 
read and understood in order to prove my assertion, but in order to show that any- 
thing but impartial control is not possible, I will state that every bank must hold an 
amount of stock equal to twenty per cent. of its capital, but no bank is permitted to 
hold a dollar’s worth more. Bearing this in mind glance at the figures below: 


Capital of National Banks of New York City............ $120,000,000 00 
Capital of National Banks of New York,Chicago & St.Louis 182,000,000 00 
Capital of all other Reserve Cities..................... 243,000,000 00 
Total capital all Reserve Cities. ....................6. 425,000,000 00 
IEE III III 5 occ na's w'c'n's.a dK air SER ea ss cms 577,000,000 00 * * 


These figures speak for themselves, and any comment would be superflous. 

There is only one proposition on which it would be possible to unite all the re- 
serve city banks with their varied interests and that is a fairand practical plan for the 
betterment of our banking system which would be to everyone’s advantage. A 
country-wide banking trust is about as feasible as a national combination of farmers 
to demand exorbitant prices for their various crops. Consequently the centralization 
of power argument will be available only with ignorant audiences. 

The amendment suggested by the Currency Commission of the A. B. A., giving 
the directors of the National Reserve Association power to choose the executives, 
caused me to think a like provision in regard to the branches might be beneficial. By 
thus putting the branches under complete local control the plan would be popular- 
ized and the opposition weakened while no loss in efficiency could result. It would 
certainly be a good talking point with the country banker, and aid in passing the 


measure. * * 

The two experiments our nation made with a central bank were wrecked by 
politics, but any danger from that source for the Reserve Association is impossible. 
The amended plan provides for the election of the governor and deputies by the di- 
rectors instead of being appointed by the President as in the original draft. By 
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this action the only foothold for political patronage was destroyed, so those who are 
looking for jobbery and graft in the measure may better quit and save their eyesight. 

The success of the National Reserve Association depends greatly upon what pro- 
vision shall be made regarding the national currency and the redemption of the two 
per cent. bonds held against it which are practically all owned by the national 
banks. * * 

If the redemption of the two per cent. bonds presents an obstacle which seriously 
threatens the plan for a Reserve Association with defeat, the matter might be com- 
promised in order to save the measure for its benefits in other directions. 

One way would be to allow the status of the national currency to remain as it is. 
Its nature is well understood and a future time would eventually offer an opportunity 
for its disposal. 

Unless fair recognition is accorded the state banks, the plan will fail to unify 
our banks into a coalescent system which is its principal object. In fact considerable 
resentment and opposition may be aroused because of the added privileges granted the 
national banks. The state institutions are more than twice as numerous as the na- 
tional and control about sixty per cent. of the total deposits. Their number and 
power, therefore, entitles them to more than passing consideration in a banking 
measure intended to be national in character. * * 

If capital requirements are necessary to prevent a bank having the opportunity 
to swell its deposits out of all proportion to its capital, it seems to me the most sen- 
sible policy to have them applied directly. Therefore, I would frame the law so as 
to demand a certain proportion between capital and liabilities instead of making it 
dependent on the size of the town. No injustice would be done any one by such a 
change, and it would help outlying banks in large cities. The charge of trying to 
squeeze out the little fellows could not be brought if this plan was adopted. 

It is now thoroughly recognized by real financiers that banks loaned to the limit 
in ordinary times have no alternative but to contract at a heavy cost when a crisis 
approaches. Consequently there will be but slight trouble over the reserve rules, 
notwithstanding the fact that many states have no requirements in this respect. Some 
think that the state banks generally take full advantage of this liberality and do 
business on as small a margin as possible, but this is no more the case here than in 
Canada where the reserves are left to the bankers’ discretion. The idea that reserve 
money in the vault was a dead loss with no recompense died in 1907 and will never 
be resurrected. * * 

The incalculable benefits to the banks and the country such a consolidation of 
the two systems would bring grows larger and wider the more its possibilities are 
studied. Not the least of these is the influence which the directors of the Reserve 
Association, its branches, and the local associations will exert toward improvement 
in banking methods and preventing undue speculation or inflation. The honor of 
serving on a directorate, supervising the activities of what will be the biggest finan- 
cial system in the world, will inspire the best men with a desire for the office. The 
men whose worth, integrity and financial knowledge stand out as superior will be 
chosen because, under the conditions imposed, political chicanery and wealth can cut 
but little figure in the selection. Their influence in office will be wide and go a long 
way toward making banking the learned profession it should be. It may even be- 
come a matter of pride among the executives of the local associations to have the 
banks under their jurisdiction perform their functions in a most exemplary manner 
and a friendly rivalry spring up as to which serves its constituents most efficiently. 
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The mistakes of the past resulted from the inexperience of our merchants and farmers 
in the field of banking, but their interest in the manner in which the Reserve 
Association will handle financial problems is certain to be of very great educational 
value. * * 

At present what is termed cash reserve, is practically a hoard of money kept in 
the vaults of the banks as a sort of margin given depositors for the safe keeping of 
their funds. It is used only in case of failure, and then it is generally found that 
someone has had first crack at it. Let us hope that in the near future the reserve 
fund will be made (what its name implies) a reserve force to be judiciously applied 
when the situation demands it. 

A general who would take the pick of his troops and place them in a safe quarter 
to be used only in event of his annihilation would be called rightly an idiot. Yet 
this is exactly what the law compels the banker to do with almost all the cash held 
by him. 

Under the rules of the National Reserve Association this will all be changed. 
The reserve money will then be held in one fund for the added strength and protec- 
tion of both banks and depositors. In times of stress it will give to city and country 
banks alike the means of rediscounting under absolutely safe conditions, a privilege 
now ineffectively and imperfectly used by Clearing House Associations in the large 
cities through the medium of clearing house certificates. The country banker, how- 
ever, is compelled to meet conditions as best he can. 

The absolute fairness to all concerned shown by the National Monetary Com- 
mission in their provisions for rediscounting, and the practicability and sound finan- 
cial sense of the method employed must command the respect of all bankers. Where 
is there room for doubt that this function will accomplish all that is claimed for it? * * 

It seems incredible that anyone with the history of our latest crisis in mind, 
and understanding the plan for a National Reserve Association, could be anything 
but a staunch supporter of it. The whole country will benefit by the smoothness with 
which finance will be carried on. There will be no periods of exorbitant interest, 
no undue speculation or inflation, no curtailment of trade for lack of credit, no fear 
of tight money and no wild calling of loans. * * 

Summed up in a sentence, the National Reserve Association plan is a recognition 
by the committees which framed it of the old, old principle, too often overlooked, that 
‘*the good of one is the good of all, and that they who profit through injury to others 
do so at their own future discomfort.” 


ll. Against the Plan. 
BY E. A. HAVENS, OF MECHANICS NATIONAL BANK, PROVIDENCE, R. I. 

Students of finance are pretty generally agreed that the weakness of our present 
system is in the bond-secured national bank currency, and the lack of a central control 
of the reserves of banks throughout the country. 

It is imperative therefore that the Aldrich plan, or any plan which will accom- 
plish our financial regeneration, must deal with these problems in such a manner that 
their power for evil will be reduced to a minimum, without undue disturbance of our 
present system, or jeopardizing of present investments. 

It is my purpose to show that the Aldrich plan does not meet these requirements, 
and further than that it will, if the ideas of its author are adopted, result in the de- 
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moralization of our present methods by the necessity of legislation obnoxious to their 
interests. * * 

It is plainly obvious that this organization, by whatever name it is designated, 
is a central bank in principle and effect. Shorn, it is true, of some of the usual 
functions of a bank, it does still perform the cardinal acts of the central banks of 
Europe, viz: centralization of reserves, issue of currency, and maintenance of public 
ercdit. 

We have mentioned as the necessary principles of our financial reform the re- 
tirement of bond-secured currency, and the centralization of reserves without undue 
disturbance of existing conditions. Let us see how the Aldrich plan proposes to 
solve the first of these problems. 

It will at once be seen that the difficult part of this problem is to dispose of the 
bonds held to secure circulation without loss to the banks owning them. * * 

It is quite clear that there will be absolutely no market for 2 ¢ bonds as an in- 
vestment unless sold on a 2 4 ¢ or 3 @ basis and this loss must fall on the banks own- 
ing stock in the Association, although all national banks, whether stockholders or 
not, may dispose of their bonds at par. A dependable authority has estimated that 
at the end of one year seven hundred millions of 24 bonds will have been sold to the 
Association. What a millstone to hang upon the neck of a new and untried system 
which is expected to pay cumulative 4 ¢ dividends to its stockholders, and to build 
up a surplus as well. * * 

It is, therefore, pertinent to the scope of this article to inquire: ‘*What really is the 
matter with our national bank currency ?*’ It passes without question in all parts of 
our land and in many foreign countries. It is redeemed in gold; it is secured by the 
faith and credit of the United States and has for more than a generation served our 
people in a manner unsurpassed by any bank note currency in the world. Why, then, 
is itsuch a bugbear to all students of finance ? 

I notice in the first place, that scientificaily considered it is not money at all; it 
is simply a lot of collateral notes which the people accept because they believe the 
makers and the collateral to be good. * * 

A common objection to the bond-secured currency is that it is not governed by 
the demands of trade, but by the price of government bonds. 

I take issue with those who make this charge. What may have been true a 
quarter of a century ago is not necessarily true today, and the charge that the na- 
tional banks make the issue of their currency a vehicle to speculate in government 
bonds is, I believe, a misconception of present day conditions. The variation in the 
price of government bonds is so smali that the banks could not be induced to take 
out circulation for such a purpose. 

The idea of speculating in 2 4 bonds is so absurd as to be almost ridiculous. 
Neither can banks be expected to throw over their bonds at the varying conditions 
of business and still less can they be expected to retire circulation and carry the 
bonds as an investment. * * 

Let us see what the Aldrich plan has to offer regarding the national bank cur- 
rency. Having disposed of the bonds at considerable sacrifice and loss to the banks 
owning them, it actually proposes to continue to issue a bond-secured currency with 
all its evils real and imaginary for undetermined years to come, mitigated only by the 
provision that these notes must be covered to the extent of one-third in gold or 
lawful money i. e. United States notes which are maintained at par not through any 
inherent value of their own, but purely because the United States has thus far con- 
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tinued to redeem them in gold when required to do so. In addition to this the plan 
continues the antiquated system of taxing the Association’s note issue when exceeding 
the amount of the national bank currency which it redeems. 

Who then will really pay this tax ? The Reserve Association? No. The bank 
through which it is circulated ? No. The public will pay the tax through increased 
rates on loans—the ‘‘ultimate consumer ™ must as usual bear the burden. 

But with a tax however great the Association cannot control the use of its notes 
by the public. So long as there is use for them they will remain outstanding and 
the burden of the tax will continue. To retire even $100,000, would doubtless be 
a matter of weeks while many months would be required to liquidate $100,000,000. ** 

The proposition to tax circulating notes shows either a profound distrust of the 
machinery of the Association or of the judgment of the men who may be called to 
manage it. 

With equal justice a tax might be imposed on book credits which would be ob- 
tained in exactly the same way—by the rediscount of bankable commercial paper as 
defined in the plan. 

Give the country all the currency which it can legitimately absorb, and, if tax 
there must be, let it be placed where it can be controlled by the taxed, and not be 
subject to the caprices of the public or place a burden upon the operations of credit.* * 

The centralization of reserves is to be accomplished by the voluntary deposit of 
banks in the Reserve Association as well as the cash balances held by the Government. 

A well-known bank president has publicly stated with much vehemence that the 
only deposits expected of banks are such as they now carry for their cash reserves. 

I tind nothing in the Aldrich plan to warrant such an assumption. On the con- 
trary its author states in his letter of January 16, 1911, that it is the purpose of the 
plan to utilize a considerable portion of available funds now absorbed in stock ex- 
change loans in such a manner that they may be used in legitimate business enterprises. 

There seems to be only two ways of accomplishing this desirable end, one of which 
is the increase of cash reserves carried by banks and the other, the regulation of that 
gigantic evil of modern banking, the payment of interest on demand deposits. 

A factor of such potency that within a generation it has entirely changed the re- 
lation between banks and their depositors. Unsound as a business policy and opposed 
to all principles of conservative banking it has, more than any other influence, forced 
the banks into stock exchange loans as the only alternative to tying up their funds in 
dead time loans or letting them remain idle. 

Upon this question so fraught with dangerous possibilities the Aldrich plan is 
dumb. * * 

Mr. Aldrich evidently expects that his plan will result in the establishment of 
a discount market in this country similiar to those in Europe and that this will prove 
a remedy for the necessity of banks investing in stock exchange loans. 

The argument is not convincing. 

The vast sums of money now held as reserve are to be so mobilized that they are 
available to any stockholders in the Reserve Association. Nothing seems to prevent 
a considerable portion of this money finding its way to the great speculative centres, 
thereby really augmenting rather then decreasing the amounts available for stock ex- 
change business. 


The weak point in Mr. Aldrich’s plan for centralization of reserves lies in the fact 
that it is not of universal application to all banking institutions. 
There are throughout the country state banks and trust companies which are 
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large depositors in the national banks. It follows, therefore, that, in time of need, 
these great depositors will demand, and undoubtedly receive, the same assistance that 
is extended to other depositors. Thus these banks will indirectly enjoy all the ad- 
vantages of the Reserve Association, without any of its obligations, and the cash re- 
serves of national banks will be used to bolster up institutions equally able to accu- 
mulate and carry reserves, and over which neither they nor the National Government 
has the slightest control. This point is accentuated by the fact that these institu- 
tions outnumber the national banks more than two to one. * * 

It has been held that without the discount system the central bank system is in- 
effective—one cannot exist without the other,—and further that the entire financial 
systems of Europe are based upon this interdependence of the two. 

We must therefore conclude that a central Reserve Association cannot properly 
fulfill its functions without the adjunct of a discount system. Mr. Aldrich has evi- 
dently recognized this fact and has given much space to the methods of dealing be- 
tween the Association and its stockholders. The question however is not so much 
regarding these methods as is the broader one as to whether a discount system can 
safely and efficiently be grafted upon our present method. 

The vital point of the discount system is in the lending of the bank’s credit to 
the maker of a bill of exchange by the acceptance thereof by the bank. In European 
countries where banks are few this method may work efficiently, but in a country 
like the United States with twenty odd thousand independent, competing, banking 
institutions, it is a problem of entirely different standing. 

It seems highly probable that banks would soon use this power in unheaithy com- 
petition with each other as they now use the payment of interest on deposits. * * 

First. The plan, in providing for the retirement of national bank currency, 
places upon the Reserve Association the burden of carrying and disposing of the 2¢ 
United States bonds now held for circulation, the shrinkage upon which must be borne 
by the subscribing banks. 

Second. The centralization of reserves includes the cash balances of only one- 
third of the banks in the country and thus fails at the outset in its most important 
function. 

Third. The plan makes no provision for regulating the payment by banks of in- 
terest on demand deposits. 

Fourth. The plan is ineffective without the establishment of a discount system 
which, if adopted, will introduce a new and dangerous form of competition between 
banks. 

Fifth. The plan presupposes a spirit of disinterestedness in the national banks 
with which they can scarcely be credited. * * 

Sixth. The National Government is given representation on the governing body 
of the Association out of all proportion to its interests therein. 

Seventh. No provision is made for reserve against deposits nor for a sufficient 
cash reserve to meet circulating notes presented for redemption. 

Eighth. It provides for the indefinite issue of currency partly secured by bonds 
and contemplates the taxation of issues beyond a certain amount. 

Ninth. Upon general review of the plan it may with good show of reason be 
called a plan of half way measures. It does not absolutely require the retirement of 
national bank circulation and it centralizes only a portion of the reserves of the country. 

Again, I must repeat, ‘‘ what a millstone to hang about the neck of a new and 
untried system.” 
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AMENDMENTS TO THE ALDRICH PLAN. 


Following are the essential amendments sub- 
mitted by Mr. Aldrich to his Reserve Associa- 
tion plan. 

Throughout the text the name of the Asso- 
ciation bears the word Nat¢zona/; the sections 
are numbered; almost everywhere when Va- 
tzona/ banks were specified this word is omitted, 
so far as membership goes. 


The provisions permitting state banks to 
come in are as follows: 

2. All national banks and all state banks and 
trust companies which comply with the require- 
ments for membership hereinafter set forth 
(sections 60-64) may subscribe to the capital 
stock of the National Reserve Association. (The 
word ‘‘bank,”’ when used hereinafter, shall be 
understood to refer to all such national banks, 
state banks, and trust companies as shall comply 
with the requirements for membership herein- 
after defined.) A bank having a minimum 
capital of $25,000 may subscribe to an amount 
of capital stock of the National Reserve Asso- 
ciation equal to 20 per cent. of the stock of the 
subscribing bank. 

This confines membership to $25,000 banks. 
The explanatory sections are thus: 

60. A bank or a trust company which is incor- 
porated under the laws of any state may sub- 
scribe to the capital stock of the National Re- 
serve Association in the same manner and under 
the same conditions as prescribed for national 
banks, and such subscribing bank shall become 
a member of a local association and have the 
same rights and privileges therein as if it were 
a national bank; provided— 

61. (1) That (a) if a bank, it shall have a paid- 
in capital of not less than that required for a 
national bank in the same location; and that (b) 
if a trust company, it shall have an unimpaired 
surplus of not less than 20 per cent. of its capi- 
tal, and if located in a city of 25,000 inhabi- 
tants or less, shall have a paid-in capital of not 
less than $100,000, and in a larger city a pro- 
portionately greater capital up to $500,000 in a 
city of 500,000 inhabitants or more. 

62.(2) That it shall have and agree to maintain 
against its demand deposits a reserve of like 
character and proportion to that required by law 
of a natioual bank in the same location; pro- 
vided, however, that deposits which it may 
have with any subscribing national bank, state 
bank, or trust company in a city designated in 


the national banking laws as a reserve city ora 
central reserve city shall count as reserve in like 
manner and to the same extent as similar de- 
posits of a national bank with national banks 
in such cities. 

63. (3) That it shall have and agree to main- 
tain against all other classes of deposits the per- 
centages of reserve required by this act. 

64. (4) That it shall agree to submit to such 
examinations and to make such reports as are re- 
quired by law, and to comply with the require- 
ments and conditions imposed by this act. 

The share subscription section is enlarged by 
adding this proviso: 

A bank applying for membership in the Asso- 
ciation after its formation must subscribe for a 
proportional share of its capital stock, paying 
therefor its then book value. 

The following amended section provides for 
increasing the districts: 

The country shall be divided a/ frs/intotifteen 
districts, and a branch of the National Reserve 
Association shall be located in each district, the 
location to be determined by the directors of 
the National Reserve Association. The districts 
may be readjusted from time to time, and new 
districts and new branches may be created by 
the directors. 

Respecting 


the 
changes are indicated below: 

14. The board of the National Reserve Associa- 
tion shall a¢ frst consist of forty-five directors, 
and shall be constituted in the following man- 
ner: 


election of directors the 


Six ex-officio directors named in the original 
plan remain. 

15. Second—Fifteen directors to be elected 
one by the Board of Directors of each branch of 
the National Reserve Association. /m case 
the number of districts shall be increased here- 
after, each additional district shall be entitled 
to elect an additional director. 


Then the twelve further directors are to be 
chosen as heretofore provided, and these 27 to 
choose twelve more as in the original plan. 


18. Not more than three of the directors elect- 
ed under paragraphs 16 and 17 shall be chosen 
from one district. 


Respecting the executive committee the fol- 
lowing show the proposed changes: 


The Executive Committee shall consist of 
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nine members of which the Governor of the Na- 
tional Reserve Association shall be ex-officio 
Chairman and the two Deputies and the Comp- 
troller of the Currency ex-officio members, du¢ 
not more than one of the elected members shall 
be chosen from one district 

He insists that the Governor shall be appoint- 
ed by the President of the United States, but 
the deputies are to be elected by the directors: 
this affects their status as ex-officio directors 
and committee members; the section reads: 


The Governor shall be selected by the Presi- 
dent of the United States from a list. submitted 
by the Board of Directors, and shall be subject 
to removal by a two thirds vote of the Board of 
Directors for cause. The term of office of the 
Deputies shall be seven years, but the two Depu- 
ties first elected shall serve for terms of four 
years and seven years, respectively. The dep- 
uties shall be elected by the Board of Directors 
and may be removed for cause at any timeand 
their places filled by the board. 

The reserve provisions for banks is substan- 
tially new except part of sections 51 and 52; 
the new matter in these is indicated by italics: 

51. All subscribing banks must conform to 
the following requirements as to reserves to be 
held against deposits of various classes, but 
the deposit balance of any subscribing bai k in 
the National Reserve Association, and any 
notes of the National Reserve Association 
which zt holds may be counted as a part of its 
required reserve. 

52. (1) Demand Deposits.—There shall be 
no change in the percentages of reseive 7e- 
quired by iaw to be held against demand de- 
posits by national banks in different localities, 
and hereafter the same percentages of reserve 
against demand deposits shall be required of 
all subscribing banks in the same localities. 

53. (2) Time Deposits. —All time deposits and 
moneys held in trust payable or maturing within 
thirty days shall be subject to the same reserve 
requirements as are demand deposits in the same 
locality. 

All time deposits and moneys held in trust 
payable or maturing more than thirty days from 
date shall be subject to the same reserve require- 
ments as demand deposits for the thirty days 
preceding their maturity, but no reserves shall 
be required therefor exceptfor thisperiod. Such 
time deposits and moneys held in trust must be 
represented by certificates or instruments in 
writing and be payable only at a stated time not 
less than thirty days from date of deposit, and 
must not be allowed to be withdrawn before the 
time specified without thirty days’ notice. 


54. (3) Savings Deposits.—Savings deposits 
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to be defined in the act shall be subject to notice 
of thirty days or more and shall be covered by 
a reserve amounting to 40 per cent. of that re- 
quired of demand deposits in the same locality. 

The establishment of reserves for the associa- 
tion has been radically altered as recommended 
by many, thus: 


55. All demand liabilities, including depos- 
itsand circulating notes, of the National Reserve 
Association shall be covered to the extent of 50 
per cent. by a reserve of gold (including foreign 
gold coin and gold bullion) or of other money 
of the United States which the national banks 
are now authorized to hold as a part of their 
legal reserve; provided, however, that when- 
ever and so long as such reserve shall fall and 
remain below 50 per cent. the National Reserve 
Association shall pay a special tax upon the de- 
ficiency of reserve at a rate increasing in pro- 
portion to such deficiency, asfollows: For each 
24 per cent. or fraction thereof that the reserve 
falls below 50 per cent. the percentage of taxa- 
tion shall increase at the rate of 14 per cent. per 
annum. 

56. In computing the demand liabilities of 
the association a sum equal to one-half of the 
amount of the United States bonds held by the 
Association which have been purchased from the 
national banks, and which had previously been 
deposited by those banks to secure their circu- 
lating notes, shall be deducted. 

Bearing upon the note-issues the following 
section is altered materially: 

68. All note issues of the National Reserve 
Association must be covered to the extent of at 
least one-third by gold or other lawful money, 
and the remaining portion by bankable commer- 
cial paper as herein defined or obligations of the 
United States, dur no notes shall be issued when- 
ever the lawful money so held shall fall below 
one third of the notes outstanding. 

The following new section replaces the one in 
the original plan laying tax on notes. 

69. Any notes of the Reserve Association in 
circulation at any time in excess of $900,000,000 
which are not covered by an equal amountof law- 
ful money held by the association shall pay a 
special tax at the rate of one and one-half per 
cent. per annum, and any notes in excess of 
$1,200,000,000 notso covered shall pay a special 
tax at the rate of 5 percent. perannum. (Note: 
The $900,000,000 and $1,200,000,000 are to 
be understood as including any national bank 
notes which may be outstanding at the time.) 


A requirement for reports takes the place of 
the former weekly report provision, thus: 

59. All subscribing banks shall, under reg- 
ulations to be prescribed,make a report monthly, 
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or oftener if required, to the Nationai Reserve 
Association showing the principal items of their 
balance sheets. 

In deference to many suggestions the term com- 
mercial paper is defined more specifically in the 
following: 

38. The National Reserve Association may 
rediscount for and with the indorsement of any 
bank having a deposit with it, notes and bills 
of exchange arising out of commercial tran- 
sactions. (7his language, whenever used, ts 
intended to apply to all notes and bills of ex- 
change issued or drawn for agricultural, in- 
dustrial, or commercial purposes and not for 
carrying stocks, bonds or other investment se- 
curities ) 

The other sections under this head and the 
one relating to purchasing acceptances, remain 
practically unchanged, except that whereas re- 
discounts may be made for deposzting banks, 
acceptances are to be purchased only from 
subscribing banks. 
portant: 


The distinction may be im- 


The commission to be charged a bank for a 
guaranty of paper by a local association is to be 


fixed zn each case instead of ‘‘from time to 


time.” 

The vexing question as to the disposition of 
the 2 per cent. bonds which the Association is 
to take over from national banks is settled thus: 


73. Upon the application of the National 
Reserve Association the Secretary of the Treas- 
ury shall exchange the 2 per cent. bonds bear- 
ing the circulation privilege purchased from the 
banks for 3 per cent. bonds without the circu- 
lation privilege, payable after fifty years from 
the date of issue. 

74. The National Reserve Association shall 
pay to the Government a special franchise tax 
of 14 per cent. annually during the period of 
its charter upon an amount equal to the par 
value of such bonds transferred to it by the sub- 
scribing banks. 

75. The Reserve Association shall agree to 
hold the 3 per cent. bonds so issued during the 
period of its corporate existence, provided that 
after five years the Secretary of the Treasury 
may at his option permit the Reserve Associa- 
tion to sell not more than fifty millions of such 
bonds annually; and provided further that the 
United States reserves the right at any time to 
pay any of such bonds before maturity, or to 
purchase any of them at par for the Trustees of 
the postal savings or otherwise. 


[The effect of this exchange and agree- 
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ment will be to enable the United States to pro- 
vide permanently for a large part of the public 
debt at a net interest charge of 1% per cent. | 

The following provisions are entirely new: 

31. Any local association may by a vote of 
three-fourths of its members and with the ap- 
proval of the National Reserve Association, as- 
sume and exercise such of the powers and func- 
tions of a clearing house as are not inconsistent 
with the purposes of this act. The National Re- 
serve Association may require any local associa- 
tion to perform such services in facilitating the 
domestic exchanges of the Reserve Association 
as the public interests may require. 

32. The local associations shall appoint ex 
aminers, who shall have authority to examine 
into the condition of the banks composing the 
association under such regulations as may be 
adopted by the local association, with the ap- 
proval of the National Reserve Association. 
Copies of the reports of these examinations shall 
upon request be furnished to the executive 
officers of the National Reserve Association and 
of its branches. 

33. A local association may by a vote of two- 
thirds of its members suspend a bank from the 
privileges of membership for a failure for thirty 
days to maintain its reserves, or to make the re- 
ports required by this act, or for misrepresenta- 
tion in any report or examination as to its con- 
dition or as to the character or extent of its as- 
sets or liabilities. 

The provision for national savings banks and 
national trust companies is eliminated; so also 


that for branches of national banks in cities 


where located. A new provision extending 
powers of national banks reads thus: 


50. National banks shall be given the right, 
under proper restrictions and regulations to be 
defined in the Act, to establish separate savings 
departments, and to lend, under proper restric- 
tions, not more than 40 per cent. of their savings 
deposits upon productive real estate, such loans 
not to exceed 50 per cent. of the actual value of 
the property. 

The provision that national banks may accept 
paper is amended to make it four months paper 
instead of 90 days only. 

It was probably an oversight to leave una- 
mended the provision in the authority to organ- 
ize banks for foreign business, that they shall 
not compete with ‘‘ national” banks, and limit- 
ing holding shares in such new banks to ‘‘na- 
tional banks” (sec. 49.) 
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This department places at your service able legal talent 
and experts on banking and financial matters. Inquiries 
from our subscribers are answered free. Name and ad- 
dress is published unless otherwise requested. An- 
swer, when unpublished or made by wire or letter, is 
charged for at a moderate rate. 


CONDUCTED BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


CAUTION. 
In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transac- 
tion out of which the question arises. 


RIGHT TO INSPECTION OF CORPORATE RECORDS IN PENN- 
SYLVANIA. 


Editor Banking Law Journal. PirtsBuRGH, Pa., October 27, 1911. 

DEAR SIR:—I have been having considerable controversy over the right of a 
stockholder to be permitted to take a list of the names of the stockholders when he 
assures us thatit is only for the purpose of knowing who his partners are in the busi- 
ness. No ulterior motive, or anything of the kind, he alleges, is his desire. This is 
a Pennsylvania manufacturing corporation, and, being a director, I am very desirous 
to know if we can prevent him from getting the same. 

Having taken your BANKING LAW JOURNAL since November, 1904, I notice in 
the index to the December, 1904 number a reference to the right of a stockholder 
of a national bank to examine the affairs of the bank. The index refers to folios 237 
and 255, and those, being earlier numbers than! have, would like to know what they 
are, and if there have been any decisions since then referring to matters under that 
head. Yours respectfully, SUBSCRIBER. 


Answer:—The stockholder is not entitled to the stock list in the 
matter referred to. There is a general proposition of law that a 
stockholder is not entitled to examine the corporate books or records 
for the mere satisfaction of his curiosity, which seems to be the ob- 
ject of the stockholder in this instance. There is no Pennsylvania 
decision directly on the point but the following authorities will serve 
to substantiate this opinion. 

A stockholder is entitled to examine the books of the company, 
though his only object be to ascertain whether the business has been 
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properly conducted. Hodder v. George Hogg Co., 223 Pa. 196, 72 
Atl. Rep. 553. (1909.) In this case the stockholder alleged misman- 
agement including misappropriation of funds by the officers of the 
company. 

‘* When a stockholder furnishes sufficient data to warrant the con- 
clusion that there is mismanagement and that the affairs of the com- 
pany are not conducted in a proper manner and in the interests of 
the stockholders, he has a right to demand of the officers of the com- 
pany permission to examine the books, records and accounts of the cor- 
poration so that he may protect his interests.”. Kuhbach v. Irving 
Cut Glass Co., 220 Pa. 427, 72 Atl. Rep. 553. (1908.) The stockholder 
in this case alleged mismanagement and his petition for a writ of 
mandamus was granted. 

In Neubert v. Armstrong etc., Co., 211 Pa. 582, (1905), it was held 
that a stockholder may examine the books to ascertain the value of 
stock which he intends in good faith to sell. 

In Phoenix Iron Co. v.Commonwealth,113 Pa.563, (1884),the right 
of examination is said to exist, ‘‘ where it is desired tor a specific 
honest purpose, and where there is a particular matter in dispute in- 
volving and affecting seriously rights of the relator as a stockholder.”’ 

In Schondelmeyer v. Columbia Fireproofing Co., 219 Pa. 610, 69 
Atl. 49 (1908), it was held that a stockholder who has brought an 
action of trespass for deceit against the president of the corporation, 
for misrepresenting the value of the stock of the company sold to the 
plaintiff, has no standing to demand an inspection of the company’s 
books. Thecourt said: ‘“ It is laid down in the books that the stock- 
holder is entitled to an inspection of the books of the company at 
reasonable times and for a specific and proper purpose. *** We 
have been referred to no case in which it has been held that an ex- 
amination for any purpose, except such as affected the rights of the 
party as a stockholder, is a proper purpose.”’ 

In Commonwealth v. Phoenix Iron Co., 105 Pa. 111, (1884) the 
court said: ‘* The interests of all the corporators require that the 
writ shall not go at the caprice of the curious or suspicious.” 

There are two cases in Pennsylvania involving the right of a 
stockholder to take a list of all stockholders: Commonwealth v. Phil- 
adelphia etc., R. R. Co., 3 Pa. Dist. 115, (1893), wherein it was de- 
cided that a stockholder can compel his corporation to allow him to 
take a list of the stockholders, his object being to consult them and 
obtain proxies, and Commonwealth v. Empire etc., Ry. Co., 134 Pa. 
St. 237, (1830), where itwas decided that a stockholder could not have 
a list of the holders of stock where it appeared that his object was to 
combine with them in attacking a lease made by the corporation. In 
the first case it was declared that a stockholder was not entitled toa 
stockholders’ list for speculative purposes, or out of mere curiosity. 

Other Pennsylvania decisions touching upon the stockholders’ 
rights to inspect the corporate records and books are: Mc Clintock 
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v. Young Republicans, 210 Pa. 115; Commonwealth v. Penn. R. R. 
Co., 6 Dist. 266; Marshall v. Caramel Co., 9 Dist. 152, 13 York 137; 
Thomas v. Railway, 13 Dist. 803, 18 York 71; Clark v. Templeton, 
22 Montg. 41. 





LIMITATION OF CERTIFICATE OF DEPOSIT. 


Editor Banking Law Journal. LuvERNE, Mixn., August 29, 1911. 
DEAR SiR:—The writer has been a subscriber of the BANKING LAW JOURNAL 
for several years and gleaned much valuable information from cases therein cited. 
I now have a case of my own, concerning which I would like to have your opinion. 
The bank of which I am cashier issues time certificates after the following form: 








PE wisn te deed ee 

2, i ois dis snchinavacinvanenexcnsdsuedoetan 

& = has deposited in the 

o = oiasiel <a BANK, 

a e OF LUVERNE, MINN., 

Od sine cindic nse seen baw apasagieyGransneeks ane 60 s0nbms . DoLLaks, 

Oe NE 05 vikccakdceedeacduadseubiewans snsuidh seeped aie or order. 
| § & | Payable in bankable currency upon the return of this certificate properly 
| & be indorsed. Payable 6 months after date. Interest at rate of .... per 
8 moe Bene mm wl wacueis ate eeen nats Cashier. 


No interest after maturity. 


We nave one that has been due for a great many years and still outstanding, the 
whereabouts of the party being unknown. The question arising is: When does the 
bank’s liability cease on same; when does the statute of limitations start torun under 
the Minnesota laws on such a certificate, demand never having been made? 

Yours very truly, C. J. MARTIN, Cashier. 

Answer:—In Minnesota the statute of limitations begins to run 
against a certificate of deposit payable on demand upon itsissue. No 
demand is necessary and the certificate is barred after the expira- 
tion of six years from the date of its issue or after the last payment 
made on it. Mitchell v. Wilkins, (Supreme Court of Minnesota), 
33 N. W. Rep. 910. In this case it was said: ‘‘ It is manifestly the 
better rule in practice to hold that such demands become stale and 
outlawed unless collected or sued within six years.”’ 

We do not find in Minnesota a case involving a certificate of de- 
posit similar to the one setout above. But in our opinion the cer- 
tificate is payable on demand after six months and the statute begins 
to run upon the expiration of that period. Our opinion is based on 
the decision in Mitchell v. Wilkins, (supra), which is the only deci- 
sion on the question we find in Minnesota. 

The decisions generally on this question are in conflict. 

In Bank of Commerce v. Harrison, 11 N. M. 50, 66 Pac. Rep. 460, 
a certificate dated Dec. 13, 1890, ‘‘ payable on return of this certifi- 
cate, properly indorsed six months after date”’’ was presented for 
payment April 19, 1900, and payment was refused. Held, that plain- 
tiff was entitled to recover inasmuch as the statute of limitations 
did not commence to run until the time of the demand for payment. 
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In Iowa it has been held that the statute of limitations begins to 
run against a certificate of deposit, payable on demand, on the date 
of the certificate. Mereness v. First National Bank of Charles City, 
112 Ia. 11, 83 N. W. Rep. 711. This case, however, was overruled 
in the more recent case of Elliott v. Capital City State Bank, (Iowa, 
1905), 1 L. R. A., N. S. 1130. This action was brought on a certifi- 
cate, payable ‘‘on the return of this certificate properly indorsed.” 
It was held that a demand was necessary to set in motion the statute 
of limitations. 

The states which hold that no demand is necessary to start the 
statute of limitations running against a certificate of deposit are Min- 
nesota, California, Wisconsin and Michigan. States holding that the 
statute does not begin to run until a demand has been made are New 
Mexico, New York, Nebraska, Maryland, Pennsylvania, South Caro- 
lina, South Dakota, and Iowa. (29 L. R. A., N. S. 685-691.) 


CONSIDERATION. 


Editor Banking Law Journal. ELAND, WIs., September 19, 1911. 

DEAR SIR:—Some months ago I gave a personal note. The note was not other- 
wise secured. In order to make the payee hold it until maturity I wrote on the face 
the words ‘‘conditional and not transferable” or ‘‘ conditional and not negotiable.” 
The note was given without consideration of any nature yet the note recited the words 
‘for value received.” Is this note which was given without consideration collectible 
at maturity ? 

I gave the note to a woman who sustained a financial loss, However, I was in 
no way responsible for her loss. I was interested in the property and bought it in 
at a low figure and desired to help this woman. Since getting the note she refused 
to protect me in my own property rights to the extent of only $9.00, and I propose to 
make her action in this connection cost her the face of that note if it can be done. 
She gave no consideration for the note and, of course,can prove none. I will ap- 
preciate your opinion. Yours truly, CASHIER, 

Answer:—The defense of no considerationis goodagainst the pay- 
ee, irrespective of the words written on the instrument, or its form. 
If the payee should indorse it to a third party the defense of lack of 
consideration would be good against such party for the redson that 
the words ‘‘ conditional and not transferable,” or ‘‘ conditional and 
not negotiable,” would put the purchaser upon inquiry and he would 
not be a holder in due course. Furthermore, a note, bearing either 
of the above quoted phrases would be non-negotiable. The written 
words would control the printed words ‘‘ or order,’”’ which follow the 
payee’s name and the effect of the latter would be nullified. Not 
being negotiable the note would be subject to the same defenses in 
the hands of any purchaser as in the hands of the payee. 

A casein which the effect of the words ‘‘Not transferable,” written 
on a note, was discussed is Tanners’ National Bank v. Lacs, 120 N. 
Y. Supp. 669, Banxinc Law Journat, March 1910, page 240. 

















ILLINOIS BANKERS’ ASSOCIATION. 


TWENTY-FIRST ANNUAL CONVENTION, 


HE twenty first annual convention of the Illinois Bankers’ Association was held 
at Springfield, October1t and12. The attendance was large and unusual inter- 
est was manifested. 

President Crabtree, in his address, referred to the organization of the association 
in 1891 with a membership of 62 banks; to dayit has 1550. In 1891 the largest bank 
in the state had deposits of $25,378,000; on September 1, the total deposits of the 
National and state banks in Chicago alone were $946,210,000. 

The first address was by J. A. S. Pollard, cashier of the Fort Madison (lowa) 
Savings Bank, on the “A. B. C. of Prosperity,” saying in part: 

‘* [ne Bankers’ Association of the State of Illinoisis to be congratulated upon the 
broad-minded policy exemplified by the cardinal objects of this convention—the en- 
couragement of higher development of our agricultural resources and the considera- 
tion of banking and monetary systems suitable to the present day requirements of 
trade and commerce. * * 

The A. B.C. of Prosperity is, he said, an abbreviated text indicating agriculture, 
banking and commerce as elementary essentials in the acquisition of that highly de- 
sirable commodity, prosperity. Touching the first he said: 

‘The last census gives us the startling news that here in the United States we 
are close to the limit of farm land acreage. * * 

‘‘There is no more serious problem before the people to-day than that of get- 
ting every last dollar out of this priceless heritage, the fertile soil, and at the same time 
conserving its productiveness. For we have a priceless heritage here in the corn 
belt and it would be a crime against humanity and civilization not to preserve it—a 
step backward in the march of progress, a costly error charged to prosperity. 

** Whena country banker from my state goes downto New York and walks into 
a big banking institution, expecting that the president will invite him into the inner 
sanctum for consultation about state of the Nation's finances, the condition of the 
United States Treasury and the latest stock and bond issues, concluding a pleasant 
day with asail up the sound in the president's yacht, he finds the officers are too busy, 
and they don’t ask him his opinion about such important matters; but they are sure 
to ask him, first shot out of the box, ‘How's the corn crop out in Iowa?’ They 
want to know, for that means actual value, and a hot wind across the wheat fields 
of Kansas will in the vernacular of the day, make those fellows ‘jump sideways’ 
quicker than a war between Germany and France.” 

The address of James J. Hill, of the Great Northern Railroad, was one of the 
features of the convention. In it he criticized the Aldrich plan, and said in part: 

“I want to make one earnest suggestion about this so-called Aldrich plan to the 
bankers of the country. Take it up for yourselves, perfect it by the light of your 
business experience, and make it your own enterprise, under your own initiative 
and subject to your own control, instead of acreation of Federal law. Shape your own 
association for yourselves. and ask Congress for authority under wise legislative reg- 
ulations, where such may be necessary, to do this thing, instead of surrendering your 
rights as well as your obligations for all time to a political power. There is no part 
of the scheme outlined which you cannot plan and execute for yourselves better 
than any Congress can do it for you. 

‘“‘It is probable that the public necessity will not wait much longer for the remedy 
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which public opinion deems to be necessary. If currency reform is not undertaken 
and carried through under the leadership of the bankers of the country, it will be 
taken up by Congress and suffer the same fate that has befallen every other great 
economic issue after it became the football of party politics. The present may be 
the last opportunity that the bankers will have to perform this signal public service. 

‘It is declared by everybody, by none more earnestly than by Senator Aldrich 
himself, that the great national organization of banks which it is proposed to create, 
the Reserve Association, must be made and kept free forever from control by poli- 
tics on the one side and powerful combinations of capital on the other. It is doubt- 
ful if either could be done by the method laid down in this plan. The political con- 
nection is inherent in the constitution of the proposed Reserve Association. It would 
be foolish to believe that the tremendous opportunity offered by a strong internal in- 
fluence in such an organization, would not tempt most men and some administrations 
to an aliiance disastrous alike to the Government and the finances of the country. 

‘* The advocates of the plan say also that it has been made impossible for any 
large financial interest to control the Reserve Association. Let us examine this. 
Of the forty-five directors, twenty-seven are to be chosen, in one way or another, 
by the locai associations. In these local bodies three-fifths of their directors are 
elected by ballot by the banks, irrespective of size, and two-fifths on the basis of cap- 
italization. It is plain, of course, that a combination of a few very strong banks in 
any district would represent a capitalization great enough to select these two-fifths. 
The other three-fifths are opento the same control. Each bank has a vote, and lim- 
itation of capitalization for membership is $25,000. For the big banks of a district, 
or any one of them, to increase its capital stock by a million dollars would be a trifle 
in these days of large financial projects. 

“Such an addition used to finance new banks in small towns throughout the 
district would provide for forty, if each were capitalized at $25,000. The voting con- 
trol of any district and its choice of its own directorate andof a director for the national 
association could be controlled as easily as the British House of Lords can be swamp- 
ed by the creation of new peers. 

‘* To eliminate this danger, the system of representation or voting power in any 
form in proportion to capitalization should be done away with; the minimum capi- 
talization entitling a bank to a vote should be raised, and suffrage in an association 
should be conditioned on absolute financial independence. This implies a ‘one 
bank, one vote’ rule in all ballotings, and an effective legal prohibition against ccm- 
bination. Even these safeguards might not entirely protect the central organization 
against undesirable control; certainly nothing short of them would.” 

Mr. George M. Reynolds, of Chicago, spoke with much force in favor of the 
Aldrich plan, but not in response to the points made by Mr. Hill. He took special 
pains to assure his hearers that Mr. Aldrich is actuated by the sincerest motives in 
this work of reform, having particularly in mind the welfare of the small banks 
throughout the land. 

He emphasized the fact that banks are dealers in credit and pointed out how the 
proposed Reserve Association would assist in keeping that business in such a con- 
dition that disturbances could be avoided. ; 

A pointed reference to the subject of re-discounting was as follows: 

‘* The average banker when he has to get some accommodation in the shape of 
discount has not the moral courage to put it in his statement. If there is any func- 
tion in the world which is legitimate for a bank it is the function of rediscount, and 
I would like to know how we expect to have interchange of credit from one section 
of the country to the other except to do it through discounting paper. I want to 
say to you that this feeling that some of us in this country have that it is a crime, and 
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certainly a scandal to show a rediscount, is a wrong theory. You cannot afford to 
carry in you vault for twelve months of the year the money which you only need to 
use for four months ofthe year. It isjust aslegitimate for you to getan interchange 
of credit between the city where there is plenty of money and the community where 
it is needed, as for you to take in deposits over your counter and create liability that 
way. You sit up nights in your effort to get deposits from each other,and are proud 
and boast of the fact that your liability is growing through increased deposits all the 
time, but if you want $10,000 what do youdo? You come to meand say: ‘Can't 
you fix it some way so we won't have to show it?’ 

‘* Let me tell you what I think the rediscount means if it means anything. It 
means that your credit is good in Chicago or New York for whatever money you 
need to transact the business of yourcommunity. I want to tell you that if we are 
to go on entertaining such ideas as that about discount we might as well stop where 
we are. Itis acreditto a banker who advertises through the public that he has got- 
ten all the money in that community, that he can go out and get still further help for 
the different commercial and industrial enterprises. It should be a certificate of 
character, rather than one to be ashamed of. If there were today in the United States 
a place to which I could go for my institution, should! need additional credit, I would 
like to be the first banker in the United States that would show a rediscount under 
that, and show to the world that I am not afraidto exercise the function upon which 
my business structure is erected.” 

Touching the admission of state banks he said: 

** There is nobody connected with that work but what wishes that the state banks 
should exercise the same privileges in this connection that the national banks will. 
There is only one condition that will be required of state banksto participate, and 
that will be that they will have to carry a reserve asrequired by the laws of the state 
in which they are located. If they dothat they will have the same advantages which 
the national banks will have. We want to make it co-operative, we do not want to 
centralize the power, the credit or the money. We want to decentralize it. I think 
there is one feature in connection with this bill that I should touch on, and that is 
the prejudice thatis arising because of Senator Aldrich’s connection with that work. 
It seems to me that this problem is of sufficient importance to the people of this 
country that it should be treated upon its merits, not be made a tail to the tariff kite, 
or any other question.” 


INDIANA BANKERS’ ASSOCIATION. 


FIFTEENTH ANNUAL CONVENTION. 


HE members of the Indiana Bankers’ Association met in annual convention at 
Indianapolis, October 25 and 26. It was not only the largest in attendance 
but in every respect the best gathering of Indiana bankers ever held since the 

Association was organized. The programme included addresses by bankers promin- 
ent in the world of finance and others of national reputation. 

A. Piatt Andrew, Assistant Secretary of the U. S. Treasury, delivered an address 
on ‘‘ Proposed Organization of American Banking” and ex Senator Aldrich told the 
convention about his ‘‘Plan for Monetary Legislation." A. F. Files, of Evansville, 
addressed the convention on ‘‘ Order Bills of Lading” and ‘‘ Grain Dealers as Money 
Lenders.” Roger W. Babson, of Wellesley Hills, Mass., followed with an address 
on ‘‘ The Essentials of Prosperity.”” —The Trust Company Section was addressed by 
W. T. Abbott, vice-president of the Central Trust Company of Illinois, on ‘* Func- 
tions of Trust Companies.” Mr. Abbott's address dealt chiefly with the human side 
of trust companies. 

In his address of welcome Governor Marshall took occasion to express, in force- 
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fullanguage, his disapprovalof the Aldrich plan for a national reserve association,or 
any other plan which would tend to centralize the capital of the country in New York 
or Washington. 

After the convention was organized the president, Chas. H. Worden, of Fort 
Wayne, delivered the annual address, in which he referred to the work of the asso- 
ciation and incidentally touched upon the all-abso1 bing topic of banking and currency 
reform. 

The report of Secretary Andrew Smith showed the present membership had in- 
creased to 791, leaving only 105 banks in the state outside the association. 

The feature of the second day’s session of the convention was an address by Fred. 
W. Ellsworth, publicity manager of the Guaranty Trust Company of New York City, 
on *‘ Bank Publicity.” Itgoes without saying that no one is better qualified to handle 
that subject than Mr. Ellsworth and his remarks were listened to with the greatest 
attention by the assembled bankers. Lack of space prevents giving the address in 
full. After stating that bank publicity is not only a broad subject but an elusive one, 
and will stand a great deal of hard study, he said: 

‘Ia spiteof the difference of opinion which exists among bankers concerning the 
right and wrong of bank publicity, I believe, nevertheless, that there are certain fun- 
damentals concerning which we can all agree and upon which correct bank publicity 
must build if it is to be successful. 

‘* Let us call the first of these personality. Every bank possesses a certain per- 
sonality—given it by its cfficers and clerks—which indelibly characterizes it as either 
an agreeable or a disagreeable institution. The manner in which customers are re- 
ceived and taken care of, as you all well. know, enters very largely into the success or 
failure of a bank. * * 

‘* The second fundamental] on which bank publicity must build is strength— 
capital and surplus—and, if you please, cash reserve. In order to attract business 
a bank must assuredly be a strong one, for strength begets confidence, and confi- 
dence, in turn, produces business. 

‘* The third element which we will consider is service. Now, service, | take it, 
means courteous treatment and promptness and intelligence in handling a customer's 
business. Promptness and intelligence and courtesy are assuredly indispensable if 
a bank expects to give its customers the very best possible service. Unfortunately 
many bank employees, especially those in the larger banks, do their work mechani- 
cally without really knowing the why and wherefore. 1 am glad, however, to testify 
to the fact that due to the very efficient assistance of the American Institute of Bank- 
ing this defect in bank service is disappearing. * * 

‘*Personality, strength and service, therefore, are qualities which a bank must 
possess before it can expect to secure any considerable results from publicity ; but 
when a bank does possess these, I believe you will agree with me that it is untrue 
to itself and to its community if it does not make them known.” 

After referring to the fact that the United States Government and nearly all the 
states compel banks to issue statements four or five times a year he said: 

‘* Now, if it is good for the people to have a little publicity from the banks, why 
isn’t ita good thing to have more, and why isn’t it logical for the banks to supple- 
ment the compulsory publicity? The government compels a national bank to tell 
the people just what is its exact financial condition, and this is held to be wise and 
proper. Why shouldn’t that same bank tell the people, not only about its condition 
but about the service which it can render and the surplus which it has built up out 
of its earnings,and the facilities which it has for taking care of checking accounts and 
savings accounts and the collection of out-of-town drafts.” 

As for advertising mediums, the speaker thought that good space in the local 
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daily or weekly paper or in reliable and old-established banking publications would 
bring the best results, concluding by saying:—‘‘Such banks as possess the funda- 
mentai qualities of personality, and strength, and service, and use them as a basis 
for intelligent, consistent, and persistent advertising, will be the banks which will 
endure.” 

The following were elected officers for the ensuing year: Earl S. Gwin, presi- 
dent; Frank Martin, vice-president; H C. Rothert, treasurer; Andrew Smith, sec- 
retary; member of executive council, Frank G. Wilson. 


AMERICAN BANKERS’ ASSOCIATION. 


JAMES G. CANNON NOT A CANDIDATE FOR CHAIRMAN OF THE EXECUTIVE 
COUNCIL. 

The following correspondence explains itself: 

UNION NATIONAL BANK, 
LovuIsvILLE, Ky., October 31, 1911. 
Mr. James G, Cannon, c-o Fourth National Bank, New York, N. Y. 

My Dear Mr. Cannon:—I have read in several financial journals that your name 
has been mentioned in connection with the Chairmanship of the Executive Council 
of the American Bankers’ Association, which meets in convention in New Orleans next 
month. I have not seen anything to indicate whether or not their suggestions are 
agreeable to you. 

Knowing as I do the work you have done, not only in the immediate sphere of 
your daily avocation, but also in the broader phases of business, it would seem an ex- 
cellent thing to see you even more actively identified with the American Bankers’ As- 
sociation. As a president of the National Association of Credit Men during its pioneer 
days fifteen years ago; your continued interest in the upbuilding of our credit system ; 
the virile work of your pen on financial matters; your unquestioned standing in the 
banking world; all these have extended your acquaintance perhaps further than you 
reckon, and if you will permit your friends to let it be known that you will stand for 
the nomination, it will be a source of gratification to them. 

I will be glad to have a line from you on the subject. Yours truly, 

FRANK M. Gerrys, Cashier. 


New York, November 6, 1911. 

My Dear Mr. Gerrys:—Your favor dated October 31st is at hand and you do 
not know how much I appreciate its contents. Other good friends have expressed 
themselves in a similar manner, and the fact that my name has occurred to them in 
connection with the Chairmanship of the Executive Council of the American Bankers’ 
Association is more than gratifying to me. 

I cannot, however, consent to my name being offered as a candidate for any office. 
I regret that it is necessary for me to take this stand, for you know of my deep inter- 
est in Association work. Organizations like the American Bankers’ Association exert 
a great influence in maintaining high business standards. For this reason, if for no 
other, I would gladly give of my time were it possible for me to do so. 


Assuring you of my continued interest in the welfare of the Association, and again 
expressing to you my hearty thanks, I remain, Yours very sincerely, 
James G. Cannon, President. 
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GIRARD NATIONAL BANK, PHILADELPHIA. 


On October 10, last, at a meeting of the board of directors of the Girard National 
Bank, of Philadelphia, Joseph Wayne, Jr., was elected a vice-president. Mr. Wayne 
already holds the position of cashier and his elevation to the new position is a worthy 
promotion of a most capable official. The newly-elected vice-president has been con- 





JOSEPH WAYNE, JR., 
Vice-President and Cashier, Girard National Bank, Philadelphia 


nected with the Girard National since 1890, when he entered the institution as a clerk. 
He was energetic and quick to adapt himself to his new duties, besides having a most 
pleasing personality and always striving to please the bank's patrons. As a result 
he was rapidly advanced and in 1901 was made cashier. It can truthfully be said that 
his promotion to the vice-presidency is a well-deserved reward of merit, and is well 
received not only in local financial circles but throughout the entire state of Pennsy]- 
vania where he is well-known and well-liked. 
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AMERICAN INSTITUTE OF BANKING. 


NEW YORK CHAPIER OPPOSED TO FORMATION OF A UNION OF BANK CLERKS. 


T the meeting of the Savings Bank Section of New York Chapter of the Ameri- 
can Institute of Banking, New York City, Wednesday October 4th, an address 
was delivered by United States District Attorney Henry A. Wise, the garbled 

version of which had created a sensation in banking circles. The newspaper reports 
of this address made it appear that Mr. Wise had charged that there was an under- 
standing among bankers that no employee giving evidence incases against bank officers 
shall thereafter obtain employment in any bank. Mr. Wise made no statement from 
which any such inference could be drawn. Unfortunately he spoke extemporaneously 
and there was no official report made of the address. He has been compelled, there- 
fore, in justice to the bankers of New York to make the following explicit disavowal 
of the misleading utterances that have been attributed to him. Mr. Wise’s statement 
is as follows: 

‘*In reporting my remarks before the meeting of the American Institute of Bank- 
ing some of the morning papers have made it appear that I had insinuated or charged 
that there exists or has existed some understanding among the bankers of this com- 
munity whereby employment should be denied to those bank employees who might 
give evidence for the Government in prosecution of bank officials. 

‘* Without retracting anything that I said I desire most positively and emphati- 
cally to state that I had no such idea in mind and that I did not desire to be under- 
stood as expressing any such idea. 

‘*The sole purpose of my remarks was to point out to men employed in banks 
that by allowing themselves to be used by unscrupulous bankers they are liable to de- 
prive themselves of their own positions; and as a striking illustration of this I 
called attention to the fact that in the case of the witnesses in the Morse prosecution 
this had been the fact. 

‘+ Tregret that [had no prepared manuscript and that there is no stenographic trans- 
cript of my remarks. Some of the newspaper accounts of my speech have entirely 
failed to quote my remarks to the effect that the percentage of dishonest bank officials 
and employees was extremely small, and that on the whole the bankers of this com- 
munity are a very high type of men. This statement was made by me, and it is highly 
incredible that in the face of such a remark I would have intentionally insinuated oras- 
serted that such a body of men could be guilty of a contemptible conspiracy.” 

Equally baseless are the implications that there is a movement among the bank 
clerks of the city associated in the American Institute of Banking to form a Union of 
Bank Clerks. To make it clear that no such project exists, a special meeting of the 
Board of Governors of New York Chapter was called on October 5th, at which the 
following self-explanatory resolution was unanimously adopted : 

‘+ At a special meeting of the Board of Governors of New York Chapter, Ameri- 
can Institute of Banking, representing 1,800 banking men, held October 5, it was 
unanimously resolved to detine the principles and objects of our organization as be- 
ing primarily and entirely for education in banking and kindred subjects. 

‘Tt seeks to uplift the professional standard of our vocation and to make eftici- 
ency and capability the sole reasons for reward and promotion; and directs its con- 
stant endeavors to establish a harmonious and practical co-operation between all per- 


sons engaged in the banking profession regardless of grade or position; and the 
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Board of Governors desires to declare a most successful result as having been es- 
tablished. 

‘* Further, that the Chapter is opposed to the formation of any association or 
protective union; and that the Board of Governors do not know of nor do they be- 
lieve that any man or set of men has been discriminated against by the banks of New 
York City because of their telling the truth in court or anywhere else.” 


——— 
THE DEATH OF JOHN R. WALSH. 


The following from the ‘‘Medford (Ore.) Sun” ‘‘points a moral and adorns a tale :”’ 

‘¢ The finest thing in the world,” said Wilde, ‘‘is pity.” ‘‘ The most pitiless 
thing in the world,” said a famous French philosopher, ‘* is justice.” 

Pity and justice are strangely mixed in the sudden death of John R. Walsh, the 
Chicago banker. It used to be said that John R. Walsh would die in the harness, 
fighting. Instead of that he died of a broken heart after his release from the peni- 
tentiary. The punishment that Walsh suffered was just. He broke the law by il- 
legally employing millions of dollars to promote his own enterprises. He did not 
steal the cash that belonged to the depositors. But by clever manipulation in the 
bookkeeping department he secured what amounted to the use of it. 

Ten orfifteen years ago Walsh would have beenafreeman. He would have amassed 
millions of dollars, kept out of jail, and have been eulogized as a master of high 
finance. For John R. Walsh merely did what other men had done before him. But 
he had the misfortune to do it in the midst of a revolution which ended in an awak- 
ening of the country’s conscience which had never before been equalled in the 
country’s history. To this awakened conscience the president of the Chicago Na- 
tional Bank was a martyr as surely as Louis XVI. was a martyr to a different idea of 
human rights. 

When the history of this era is written there will be much sympathy for Mr. 
Walsh as there is now. But his career will serve as a tragic warning to others that 
human rights and business rights are not dissimilar, and that the man who has con- 
trol of the people’s money enjoys a trust in which the fine points of honor have 
quite as important a place as those of financial administration. 


SSS 
AMENDMENTS TO THE ALDRICH PLAN. 


The Fourth National Bank, of New York, has issued for general distribution a 
pamphlet showing, in parallel columns, the plan originally proposed by the Monetary 
Commission for the organization of the National Reserve Association, and the revision 
thereof made public in October. Each chapter carries a carefully prepared digest. 

This publication is a valuable contribution to a subject now uppermost in the 
mind of the banking public. 


THE GUARANTY TRUST COMPANY OF NEW YORK MAKES 
LARGE GAIN IN DEPOSITS. 


The statement of the Guaranty Trust Company of New York City, in response to 
the call of the State Bank Superintendent as of September 29, 1911, shows total de- 
posits of over $161,000,000. This is a gain of nearly $17,000,000 since the call of 
June 7, last. Capital, surplus and undivided profits of this company (largest trust 
company in America) amount to $26,500,000. $160,000 has been added to un- 
divided profits since June 7, besides paying a quarterly dividend amountto $400,000. 
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THE NATIONAL NASSAU BANK, NEW YORK CITY. 


There are few if any banking institutions in this country that have had a more 


steady, substantial increase in business within the past four years than the National 





EDWARD EARL, President 


Nassau Bank of New York. Its deposits have grown from $4,000,000 in 1907 to over 
$13,000,000 in 1911 or about 325 per cent. In the comparative statement of de- 
posits taken from the New York Clearing House report, which appears in each issue 
of the Bankrne Law Journat, the Nassau has shown an increase of over 40 per cent. 
in net deposits for the year, for several consecutive months. This increase has all 
been made since the banik has been under the management of Edward Earl. 
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FOURTH STREET NATIONAL BANK, PHILADELPHIA. 
TWENTY-FIFTH ANNIVERSARY. 

On October 4, last, the Fourth Street National Bank of Philadelphia celebrated 
the twenty-fifth anniversary of its existence. It was organized in 1886 with a capital 
of $1,500,000 and deposits at the beginning, were a little over $600,000. At present 
it occupies the position of one of the most notable examples of successful modern bank- 
ing and stands far up in the front rank of the most important financial institutions in 
the United States. Since its organization its capital has been doubled, standing now 
at $3,000,000; surplus and profits have risen from nothing to $6,607,000, while the 
deposits have increased to over $52,000,000—eighty-seven times greater than when 
the bank opened for business. Such a record is one to be proud of and for steady, 
uniform growth is seldom equalled in the history of banking. 

Up to November, 1903, dividends were paid at the rate of 8 per cent. per annum. 
At that time the rate was increased to ten per cent. Again in November, 1906 it was 
increased to twelve per cent. and in 1910 was raised to fourteen per cent. which is the 
rate at present. 

Tae remarkable success of the Fourth Street National is without doubt due to 
its conservative management, together with utilization of modern business methcds, 
and a directorate largely composed of leading and influential business interests. 

The present official staff is as follows: President, E. F. Shanbacker; vice-presi- 
dents, James Hay, B. M. Faires, Frank G. Rogers; cashier, R. J. Clark; assistant 
cashiers, W. A. Bulkley, W. K. Hardt. 





SAVINGS BANK SECTION OF AMERICAN BANKERS’ ASSOCIATION. 


The programme of the Savings Bank Section, showing the part it will take in 
the proceedings of the annual convention of the American Bankers’ Association to be 
held in New Orleans during the week of November 20, has been issued. Probably 
the most interesting address will be that of E. St. Elmo Lewis, advertising manager 
of the Burroughs Adding Machine Compary, of Detroit, Mich. His subject will be: 
‘* The Public and the Savings Bank Idea.” Mr. Lewis has delivered several addresses 
on financial topics before the Alabama, Iowa, Oklahoma and Wisconsin bankers’ as- 
sociations and always with notable success. The ‘‘ Caxton Magazine,” for which Mr. 
Lewis is writing a series of articles on ‘‘The New Gospel of Efficiency,” has this to say: 

‘*The banker is about as deeply interested when Lewis gets up to speak as he 
would be in an application for a small loan on unsatisfactory collateral, but bang goes 
the first sentence on some question that has been bothering the banker. Then he 
straightens up, hoping there may be more like it. There is—an hour of it. Soon 
he is sitting on the front part of his chair trying to take notes on an envelope: got 
to remember as much of this as he can. (Where did that man Lewis learn so much 
about banking ?) he wonders. Asa matter of fact Lewis doesn’t talk about banking. 
He only talks about human nature applied to banking, a much bigger subject.” 


RUSSELL J. WATERS. 

Russell J. Waters died recently at his home in Los Angeles, Cal. He was presi- 
dent of the Citizens’ National Bank, Citizens’ Trust & Savings Bank, the Home Sav- 
ings Bank, and also vice-president of the Globe Savings Bank. He located in Cali- 
fornia in 1886, was one of the founders of Redlands, and prominently identified with 
many business activities in various sections of the state. He was a member of Con- 
gress from 1899 to 1901. 
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RESERVE AGENTS APPROVED IN OCTOBER, 


The following banks were approved as Reserve Agents in October: 

Hanover National Bank, New York, for First Nat. Bank, Hampton,Ga.; National 
Bank of Commerce, Pasadena, Cali.; First Nat. Bank, Electra, Tex.; Security Nat. 
Bank, Dewey, Okla.; First Nat. Bank, Los Gatos, Cali.; Placentia Nat. Bank, Placentia, 
Cali.; First Nat. Bank, Sylvester, Ga. 

Mechanics & Metals National Bank, New York, for First Nat. Bank, Alamogordo, 
N. M.; First Nat. Bank, Hugo, Okla.; First Nat. Bank, Idabel, Okla; Essex Nat. 
Bank, Montclair, N. J.; First Nat. Bank, Mora, Minn.; First Nat. Bank, Valliant, 
Okla.; Scott County Nat. Bank, Oneida, Tenn.; First Nat. Bank, Battle Lake, Minn. 

Irving National Exchange Bank, New York, for Third Nat. Bank, Buffalo, N.Y.; 
First Nat. Bank, Port Norris, N. J.; National Bank of Whiteball, Whitehall, N. Y.; 
North Wales Nat. Bank, North Wales, Pa.; Fall River Nat. Bank, Fall River, Mass.; 
Peoples Nat. Bank, Mariborough, Mass. 

National Nassau Bank. New York, tor First Nat. Bank, Syracuse, N. Y.;Farmers 
& Manufacturers Nat. Bank, Poughkeepsie, N.Y.; Corn Exchange Nat. Bank, Phila- 
delphia, Pa. 

National Park Bank, New York, for First Nat. Bank, Shellman, Ga.; Central 
Nat. Bank, Richmond, Va.; Pacific Nat. Bank, Boise, Ida.; Farmers & Merchants 
Nat. Bank, Mart, Tex.; First Nat. Bank, West Frankfort, III. 

Chatham & Phenix National Bank, New York, for Citizens Nat. Bank, Balti- 
more, Md.; City Nat. Bank, Omaha, Neb. 

Chase National Bank, New York, for National Bank of Syracuse, Syracuse, 
N. Y.; Yonkers Nat. Bank, Yonkers, N. Y.; First Nat. Bank, Higgins, Tex.; Citizens 
Nat. Bank, Antlers, Okla. 

Liberty National Bank, New York, for Central Nat. Bank, Richmond, Va. 

Mercantile National Bank, New York, for First Nat. Bank, Williamstown, N. 
J.; City Nat. Bank, Lincoln, Neb. 

Fourth National Bank, New York, for Commercial Nat. Bank, Washington, D. 
C.; First Nat. Bank, Monessen, Pa.; Market Nat. Bank, Cincinnati, Ohio; First 
Nat. Bank, Hudson, N. Y. 

Seaboard National Bank, New York, for First Nat. Bank, Mission, Tex.; Na- 
tional Bank of Roxbury, Roxbury, N. Y. 

American Exchange National Bank, New York, for Fidelity Nat. Bank, Spokane, 
Wash.; First Nat. Bank, Hudson, N. Y. 

Continental & Commercial National Bank, Chicago, for Nat. Bank of Oakes- 
dale, Oakesdale, Wash.; First Nat. Bank, Nome, N. D.; First Nat Bank, Dongola, 
Ill.; Commercial Nat. Bank, Washington, D. C.; Commonwealth Nat. Bank, Kansas 
City, Mo.; City Nat. Bank, Omaha, Neb.; City Nat. Bank, Galveston, Tex.; First 
Nat. Bank, Brinsmade, N. D; First Nat. Bank, Christopher, Ill. 

Fort Dearborn National Bank, Chicago, for Old Nat. Bank, Oshkosh, Wis.; 
Litchfield Nat. Bank, Litchfield, Ill; McDaniel Nat. Bank, Springfield, Mo.; First 
Bridgeport Nat. Bank, Bridgeport, Conn.; Market Nat. Bank, Cincinnati, Ohio; 
Beckham County Nat. Bank, Sayre, Okla.; Atlantic Nat. Bank, Providence, R. I.; 
Packers Nat. Bank, So. Omaha, Neb. 

National Bank ot the Republic, Chicago, for National Bank of Commerce, Pasa- 
dena, Cali.; First Nat. Bank, Ganado, Tex. 

National City Bank, Chicago, for Pacific Nat. Bank, Boise, Idaho; First Nat. 
Bank of Buchanan County, St. Joseph, Mo.; Manufacturers Nat. Bank, Racine, Wis. 

Corn Exchange National Bank, Chicago, for First Nat. Bank of Buchanan County, 
St. Joseph, Mo. 

Girard National Bank, Philadelphia, for First Nat. Bank, Coaldale, Pa. 

Philadelphia National Bank, Philadelphia, for First Nat. Bank, Gainesville, Tex. 

Fourth Street National Bank, Philadelphia, for Union Nat. Bank, Charlotte, N.C. 

Third National Bank, St. Louis, for City Nat. Bank, Evanston, Ill.; Ramsey 
Nat. Bank, Ramsey, Ill. 

Mellon National Bank, Pittsburgh, for First Nat. Bank, New Bethlehem, Pa. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported tv the New 
ouse for the weeks ending November 5, 1910, and November 4, 1911, respectively, 


together with a computation of the proportionate increase or decrease of deposits for the year: 


BANKS. 


Bank of N. Y. N. B. A.... 
Bank of the Manhattan Co. 
Merchants’ National ..... 
Mechanics & Metals Nat.. 
Bank of America 


ee 


Merchants’ Exch. National 
Gallatin National........ 
Nat. Butchers & Drovers. 
cin Swe < » kacee 
American Exchange Nat. 
Nat. Bank of Commerce. . 


Chatham & Phenix Nat.... 
ee Sea 
Hanover National....... 
Citizen’s Central National 
National Nassau......... 
Market & Fulton Nat.....! 
Metropolitan Bank....... 
Corn Exchange.......... 
{mporters & Traders’ Nat 
National Park...... ec 
East River National..... 
Fourth National......... 
Second National. . 
First National .......... 
Irving National Exchange 
ee 
N. Y. County National... | 
German-American....... 
Chase National.......... 
Fifth Avenue............ 
German Exchange....... 
SS Saari 
Lincoln National........ 
Garfield National........ 
Fifth National .......... 
Bank of the Metropolis. . .| 
West Side Bank......... 
Seaboard National....... 
Liberty National......... 
N. Y. Produce Exchange. 
4 ene 
Security Bankt.......... 
Coal & Iron Nat’! Bank.. 
Union Exchange Nat. .. 





Nassau Nat., Brooklyn... 








Loans and Loans and || 
Discounts, Discounts Deposits, 
Average, Average, * Average, 
1910, IgI1. IgIo. 
$ 19.498,000} $20,492,000} $ 17,032,000 
31,000,000 32,400,000 35,300,000 
19,542,000 21,004.000 19,823,000 
51,052,900 54.837 .000) 48,160,800 
22,669, 100 27,528,000 21,988,800) 
176,555.500} 194,285,000]} 161,178,800 
28,529,000! 29,822,000 25,889,000] 
7.404, 500 6,779,000} 7.855.100 
8,666,200} 8,854,000 6.917.000 
2,806, 800 2,442,000 2,410,800 
7,410,100 8,368,000 8,272,000 
32,902,300}  42,141,000}/ ~— 30.894.600 
1 37.507,900} 144,415,000 111,828,100 
14,062, 300) 13.944,000 10,268,000 
3,634,500 3.886,000 3,007,800 
16,277,000 16,359,000 15,812,400) 
2,117,300) 2,077 ,000}} 2,238,200 
60.995.600 69,016,000 67,137.000 
21,401,700 22,102,000 20,477,600 
7,109,100 9,852,000 7.988,200 
8,853.600 8,892,000 8,565,000 
12,894,200 12,125,000 13,631,400 
41.85 3.000 47,936,000]; 48,.015.000 
25.080,000 26. 139.000 22.124,000 
76,185,000 83.658,000 78,414.000) 
1,502,100 1,584,000 1,484. 300 
25.945.000 30.923,000 24,269.000 
12,650.000 1 3.597.000 12,186,000 
96,847.800| 113.517.000 8 3.184.700 
22.7 42.900 23,758.000 23 932,50¢ 
3-535,000 3,5 14.000 3,682,000 
7.641,000} 8.417.000 7.517.300 
4,029, 300 4.069 000 3.820.600 
71,605.500 88.089.000 76.046.900 
13,103,200 13,010,000 14,613 700 
4,005,700 3.727.000 4.107.600 
4.65 3.200 5.401.000) 5.358 500 
14.774.300| 15,065,000 15 503.400 
8.269,100 8,780.000 8.515.300 
3,416,400 3-657,000 3.533.200 
11,322,100 12,372,000 11,106.400 
4.349.000 4.405.000 4.825.000 
20.205,000 23.332.000 23.290,000) 
16,466,200 19.05 3.000 16.447,600 
8,247,300 8,250.000]| - 9.885, 100 
15,317,000 16.251.090 18,720,000 
eas Ras RE as 
5.784.000 6,188,000 5.772.000 
8.581,000 9.347,000 8,365,c00 
sewicacsiey 7.746,000 











$1,363.957,000 ls: .181,394,700 


* United States Deposits included, $1,639,100. 
+ Consolidation of Fourteenth Street, 12th Ward and 19th Ward Banks. 
The returns of the trust companies for November 4, 1911, will be found on page xviii. 














Legal Net 
Deposits, Deposits. 
Average, | Per Cent.o{ 
I9!t. | Inc. Dec. 
$ 18,148,000] 6.5). 
36,000,000} 1.9). 
21,.817,00C| 10. |. 
52,320,000} 8.6). 
27,974,000! 27.2). 
203,389,000) 26.1)... 
27,258,000} 5.2).. 
6,812,000] ... |13.2 
7,09y,000} 2.6)... 
2,366,000] ... 1.8 
9,567,000] 15.6|.. 
41.372,000] 33.9|.. 
121,150,000} 8.3).. 
10,574,000] 2.9).. 
3.309,000] 10. |.. 
16.149,000} 2.1)... 
2,067,000} ... | 7.6 
76,654,000] 14.1)... 
21,615,000] 5.5). 
11,311,000] 41.5). 
8,870,000] 3.5).... 
12,913,000] ....} 5.2 
§6.294.000) 17.2)... 
23,630,000; 6.8). 
86,586,000] 10.4 
1.515.000} 2. 
33 592,000) 38 4 
13.250,000| 8.7 
103,184,000} 24. 
25,501,000} 6.5)... 
3,640,000] ee, ee 
8,202,000} 9 I 
3.916.000} 2.4). 
97.259.000) = | ae 
14,559,000] ... a 
3:706 O00] ... 9.7 
6.180.000) 15.3).--- 
16,478,000] 6.2].... 
8.750.000} 2.7). 
3.651,000} . ae 
12,357,000] I! .2].... 
5.003,000|  3.6}.... 
27,662.000} 18.7}.... 
19,690,000} 19.7]|..-- 
9,756,000} ... | 1.3 
21,001,000] 12.1 | 
14.151.000| .... | 
6.356,000} 10 1 
9,290,000] II. 
(et ee Pee 
$1,381,125 oco 








